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Tomovrow 


A LOOK AHEAD 





The Government starts to put 
into effect its new lending-spend- 
ing program to promote recovery... 
will business cooperate? . . . what 
will be immediate results? .. . the 
probable answers to these and other 
pertinent questions... 











a are not much better than even 
4 that the President's recovery program, if 
approved by Congress, will reverse the de- 
flationary trend. 

Approval is probable but with some Con- 
gessional the spending of the 
money to be appropriated. 


check on 


Cooperation of business is essential to suc- 
cess of the program and business men will 
not jump readily at the Government's latest 
inflation bait. A “show-me” attitude on their 


part is to become more and more apparent. 


This attitude accounts for the new White 
House plan for a new series of conferences 
with big business men. Mr, Roosevelt intends 
to try to sell personally the inflation idea that 
did not catch automatically from announce- 
ment of his lending-spending program. 


But business leaders, remembering their 
last experience, will be Jess and less willing 
to gamble on the chance that inflation will 
take. They will want to be shown exactly 
how the plans announced to date will reverse 
existing forces of deflation and that will be 
difficult to do. 

Look for any recovery from this point to be 
slow. Actual government outgo in the form 
of hard cash dollars will increase little more 
than $100,000,000 a month after Congress ap- 
proves plans. 

Further increases substantial 
amounts will depend on the following: 


to more 


First, willingness of Jocal and state gov- 
ernments to borrow to finance more public 
works. Little activity can be expected in this 
field prior to next fall or winter. 


Second, willingness of utility companies to 
borrow to fnmance expansion. Utilities are 
not in a borrowing mood and require little 
new plant if production of electricity con- 
tinues at present levels. 


Third, willingness of business men to bor- 
row for expansion. Actually business men 
still are burdened with inventories and cor- 
poration possess modern plants capable of 
filling demands far above those at present. 


Fourth, willingness of individuals to go in 
heavily for home building now that money 
is cheap and plentiful. Some encouragement 
lies in this field although job uncertainties 
are narrowing its extent. 


The Government's principal economists be- 
lieve deflation was allowed to make too much 
headway before any action was proposed. 
Spending alone, according to their view, is 
no longer any answer to the long-range re- 
covery problem. 


Government direction of investment of the 
huge total of funds in banks and Government 
influence over prices—not only of finished 
goods and of money but of some kinds of 
labor—government experts say, will be neces- 
sary. 

Congress will go far to meet the wishes of 
business men before going home late in May 
or early June. 


Corporations will get substantial relief 
from uncertainties in coming changes in the 
tax on capital gains and the tax on undis- 


tributed profits. 


The over-all effect of the changes will be 
expected to result in: First, a tendency of 
corporations to be Jess liberal in dividend 
policies. Second, a tendency of owners of 
securities held longer than two years to take 
profits where they exist. 


The result is that first effects can be some- 
what deflationary. 

The latest wage and hours control bill 
stands the narrowest chance of approval. 


Railroads, not now in receivership or bank- 
ruptcy, will get the chance to borrow from the 
RFC to tide them over the remainder of this 
year in meeting interest payments. That will 
be extent of relief to railroads at this session. 

The anti-trust laws will again be given 
study but with no action at this session. 
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The Mystery of the Nation's Cash Box: 
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°6,.241,200,000 


Currency Issued in Recession than in 


go PRED 


Less Trade—More Meney Circulating 


\ ORE money is in circulation now in a time of 

business recession than during the period 
of recovery in 1936. In fact, the volume of 
money in use in the United States is practically 
the same as it was at the peak of prosperity 
last year. 

Back of this situation is a mystery which 
Government economists are unable to explain. 
For usually a slump in business, setting in mo- 
tion the cycle of declining pay rolls and reduced 
spending for goods, is followed by a sharp drop 
in the money in circulation. 

But now the nation’s cash box, as is shown 
in the pictogram above, contains 6,355 million 
dollars as compared with 6,241 million dollars 
in June, 1936, a period when industrial produc- 
tion was about one-fourth higher. In June, 
1933, when the country still was suffering from 
the effects of the bank holiday and many banks 
had not yet reopened, there were 5,720 million 
dollars in the cash box. 

The money in the “strong box” represented 
in the pictogram is defined officially as all the 
United States money outside the Treasury and 
Federal Reserve banks. However, it does in- 
clude amounts held by banks as “till’’ money 
and American paper currency held abroad. 


THE ROLE OF “SMALL CHANGE” 

This is the money actually needed by banks 
for cash, by business to meet pay rolls and 
other current expenses and by individuals for 
use as pocket money to pay for street-car fares, 
meals and other every-day expenses. It is the 
“small change” of the nation for as a rule the 
great majority of business transactions are set- 
tled by check. 

Neither business houses nor individuals ordi- 
narily keep more money than is necessary. 
When Mr. John Jones or any other private 
citizen finds he has a surplus of money on hand 
he ordinarily takes it to a bank rather than run 
the risk of burglary by keeping it at home. A 
bank when it finds it has a surplus of idle cash, 
sends it to a Federal Reserve bank for deposit 
—or to correspondent banks which, in turn, 
ship it on to the Reserve banks—to retire bor- 
rowings or to build up reserve accounts. 

Thus, the maintenance of a volume of money 
only 21 million dollars less than what it was 
a year ago despite the drastic reductions in 
business is considered particularly puzzling. 

Moreover—and this is pointed out by of- 
ficials as being of special significance—the de- 
cline of 75 million dollars which has occurred 
in the last year has taken place in bills of $20 
and under. There are 54 million dollars more of 
bills of $50 and over in circulation today than 
a year ago. 

During the period from 1918 to 1930, the 
most prosperous in our history, the volume of 





+ 


money in circulation averaged about 4,850 mil- + 


lion dollars. In 1929 there was 4,746 million 
dollars of currency in circulation. Since 1935 
the total has been about a billion and a half 


greater. 


THE ECONOMISTS EXPLAIN 

A number of explanations for this greater 
volume of currency now as compared with the 
’20’s are offered by Government economists: 

Many banks were liquidated during the de- 
pression and consequently many persons, par- 
ticularly in rural areas, do not have banking 
facilities to enable them to keep checking ac- 
counts and so have to keep larger amounts of 
cash on hand. 

Raising of the minimum amount of deposits 
Which banks will carry free of charge, combined 
with the levying of additional service charges 
have caused many persons to discontinue small 
checking accounts and to carry on their business 
in cash, 

Many workers who in normal times vould 
spend all their incomes now are keeping some 
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cash on hand for an emergency reserve in case 
they lose their jobs. 

Because of the work relief program, unem 
ployment insurance and part-time employraert, 
a larger part of the population than before is 
receiving small payments which do not justify 
the opening of bank accounts. 

Some persons may be holding money in cash 
to avoid taxes which would be levied if it were 
kept in a readily assessable form, such as a 
checking account. 

More American currency is held 
abroad than during the ’20’s. Many foreigners 
prefer American or British currency to their 
own. 


probably 


In former depressions, except in the years 
following the middle of 1930 when the distrust 
in banks caused a large increase in hoarding, 
there has been a rapid reduction in the amount 
of money in circulation. 

Thus, by midsummer of 1930 there were 200 
million fewer dollars in circulation than during 
the same months in the preceding year. After 
the slump in commodity prices and the decline 
in all branches of trade in the depression start- 
ing in the middle of 1920 there was a billion 
dollar reduction in the amount of currency out- 
standing. 

With the increase in prosperity following 
this depression the supply of currency increased 
until the summer of 1926 when it reached a 
peak for the period. Then for the next three 
years there was little change except for declines 
during two brief periods of business recession. 


WHAT HAPPENED TO CASH FLOW 
The growing lack of confidence in the banks, 
as has been pointed out, was the principal cause 
of withdrawal of money from the 
from 1930 to the spring of 1933. 
After the bank holiday and the restoration 
of confidence in the banks by the setting up of 
a deposit insurance system there was a reduc- 
tion of about three-quarters of a billion dollars 
in the amount of currency in circulation. Be- 
ginning in the latter part of 1933 there was an- 
other gradual growth in the supply of money 
until the present high levels were reached in 
the latter part of 1936. 
A check of the amount of “till” money held 
the banks now as compared with a year 
there no 
simple explanation to account for the mainte- 


Treasury 


by 
ago and of other factors shows is 
nance of high currency levels as compared with 
a year ago. 

And so the mystery of why the 
United States, now producing income at about 
the 1935 rate, should need nearly a billion dol- 
lars more money to carry on its business than 
at that time. 


remains 
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Vhe March of the News 


IN NATIONAL AFFAIRS 





Deadlock broken on the tax bill 
as conferees reach agreement... . 
Terms of the compromise . . . Prog- 
ress in Congress of a new recovery 
program ... Plan for temporary re- 


lief for the railroads. 











\ ioe revision is assured by the action of the 

Senate and House conferees in reaching 
an agreement on the controversial undistrib- 
uted profits and capital gains tax provisions 
of the bill passed in different forms by both 
houses. 


The basic principle of the undistributed 
profits tax, strongly urged by the President, 
is retained, as provided in the House bill, but 
the capital gains tax is simplified as pro- 
vided in the Senate version. 

Approval of the conference report by both 
Houses is required before the tax bill goes to 
the White House. 


While Congress moves slowly ahead with 
the three billion dollar omnibus recovery bill, 
President Roosevelt prepares to put the 
money quickly in circulation when it be- 
comes available. 


Assuming that the appropriation he seeks 
will be made, the President books a series of 
conferences, spread over two weeks, with the 
administrative heads who will have charge of 
disbursing the funds. 


The bill itself is still in the hands of the 
House Appropriations Committee, the sub- 
ject of hearings behind closed doors. Right 
of way is to be given it in the House after 
the committee reports the bill. Senate action 
will come later. 


PREPARING FOR RELIEF INCREASE 

Relief Administrator Hopkins, appearing 
before the committee to support the Presi- 
dent’s request for a billion and a quarter re- 
lief fund for the first seven months of the 
next fiscal year, says that sum will care for 
2,800,000 unemployed persons, 200,000 more 
than are now on relief. 


Mr. Hopkins sharply opposes a Republican 
proposal to turn administration of relief back 
to the States. To decentralize relief, he says, 
would mean surrendering it to “political 
domination and control.” 


The Public Works Administration discloses 


(Continued on Page 3, Col. 1.] 
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- wise World 
WEEK 


Henry Ford comes to Washington this week to 


VISITOR OF THE 


Ford de- 
President 


confer with President Roosevelt. Mr. 
scribed the occasion as letting the 
“look at somebody who doesn’t want anything.” 
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Eyes on the Capital 
As Distress Grows 





Congressmen hear from home... 
Groundswells telling a story of dis- 
content .. . What the cards hold. 














HE weather ears of both the White House 
T and the Congress are close to the ground 
right now, attuned to catch rumblings from out 
in the country 

At each end of Pennsylvania Avenue the lis- 
teners are more and more impressed by what 
they hear. Through letters, through the reports 
of scouts, through stories of personal visitors, 
President Roosevelt and individual members of 
Congress are piecing together the story told by 
a changing sentiment 

Over 





there runs the refrain: 


and over again 


“How long can this spending go on? What 
will happen if this national debt now is in- 
creased still further? Is the United States going 
the way of Germany 

Again, both the President and the individual 


Congressmen, preparing to step up Government 
spending, are pondering their answers to those 
questions. The theme will be that if prosperity 
returns a large national debt will not seem large 
and that if it does not return, then a small debt 


may be too big. 


TAXES PROTESTED 

But from every quarter, reports are pouring in 
about tax complainits—local taxes that now 
run up to 3 per cent; property taxes that have 
reached a level frightening to prospective build- 





ers; Federal income taxes that have baffled in- 
dividual business men by their intricacies. 
It was this wave of sentiment that caused 


Congress to drive through to the point of en- 
actment drastic modifications in the Federal 
tax on undistributed profits and in the tax on 





gains from sale of capital assets. 

An even larger wave of complaint is growing 
from renewed unemployment. 

The groundswell reveals that workers this 
time are not taking kindly to relief. So far as 
surveys of sentiment disclose, there is little spon- 
taneous pressure among the workers of the 
countr} r a renewed public spending program. 
Time and again Congressmen are told through 
the mail and in person: 

“We tried it once. When the spending slowed, 
look what happened. How do you know whether 
another try will result differently?” 








Election straws only add to the uncertainty. 
Relief no longer satisfies, the sentiment gaug- 
ers agree. More relief and more made-work ap- 


parently have lost their appeal. 


PENSIONS BURDENSOME 

The burden of caring for millions on a bare 
subsistence basis is found to be breaking the 
financial back of city after city and straining 
the resources of State after State. Pensions for 











the indigent aged everywhere are proving a bur- 
den far larger than any official had expected. 

The increasing sales taxes that bear heavily 
on those least able to pay are being turned by 
many State governments to support of old-age 
pension systems. 

When to these taxes are added the Federal 
pay-roll taxes, amounting to 5 per cent of pay- 
rolls, the result is a burden that is producing a 
swell of sentiment that increasingly impresses 
the Washington listeners. 


As one member of Congress explained it: 
“When times are bad everybody cusses the 
Government And when 
I rybody forgets the Govern- 
nt and tho; ame representatives.” 
Essentially, the 


1 its representatives. 





story that reaches Washing- 
ton, to get the attention of both the White 
House and the Congress, is this: 

The people of the country are highly dissatis- 
fied. They expected something other than a new 
depression and resent its return. There is little 
confidence is spending as the way out. People 
need and want things, and many are able to pay 





*m—including hcmes—but debt is increas- 
ingly feared. Taxes, particularly local sales and 

taxes, have reached a point where tax 
are threatened 


lef as a career, even work relief, has lost 





rumbling from out in the country never 
sounded louder than right now to those listen- 


ing in on the groundswell. 
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Recovery Program and Congress—Wage-Hour Principle 
—Union Plans—Republican Strategy—Whitney Report? 


Publicly, the Administration 
takes enactment of the spending- 
Jending program for granted. 
Witness the White House sched- 
ule of visitors toyplan quick ac- 
tion “when we get the bill.” Be- 
hind the scenes numerous Con- 
gressmen are receiving reminders 
of projects listed for their dis- 
tricts “if we get the bill.” 


x** 


Works Progress Administration 
officials would like to argue that 
politics would hamper relief ad- 
ministration under State control, 
but hesitate to stress the point 
for fear of offending State of- 


ficials, 
x * * 


An anti-New Deal and Republi- 
can coalition is being sought at 
the Capitol to attempt to ear- 
mark as many of the new Fed- 
eral expenditures as possible. Its 
backers have yet to unite on a 
method, however. 


x «Rr 


Although unannounced as yet, 
137 of the 153 utility holding 
companies, which come under the 
Regulation Act, have registered. 
Ten of the unregistered have 
applied for exemption. The 
others have not been heard from. 


xk * 
The Securities and Exchange 


Commission virtually has de- 
cided to make a public report and 


+ 





take positive action on the basis 
of its investigation of the 
Whitney failure, unless the New 
York Stock Exchange adopts 
measures satisfactory to it. No 
report was planned definitely be- 
fore the inquiry. 


x «ek 


After three Republicans declined 
appointment to the committee to 
investigate the Tennessee Valley 
Authority, Vice President Gar- 
ner notified the minority leader- 
ship he would not name another 
unless assurance of acceptance 
was given beforehand. Appoint- 
ment of Senator Davis, of Penn- 
sylvania, was made on that basis. 


oss 


After leaving leadership against 
Administration policies to anti- 
New Deal Democrats for the 
most part since 1936, the Repub- 
lican organization intends to be- 
come more aggressive. A steady 
publicity campaign will be insti- 
tuted about May 1. 


x *« * 


Sentiment exists in some Ad- 
ministration quarters for enlarge- 
ment of immigration quotas to 
admit more persons being ejected 
from or who want to escape from 
Nazi Germany and Austria. The 
possibility of a recommendation 
to Congress to that effect ap- 
pears to be extremely remote, 
however. 


+ 


The International Longshoremen 
and Warehousemen’s Association 
of the West Coast, headed by 
Harry Bridges, is preparing to 
campaign aggressively among 
East and Gulf Coast stevedores 
who are now mostly members of 
the International Longshore- 
men's Association, /ast maritime 
stronghold of the A. F. of L. 


x * * 


The Sailors’ Union of the Pa- 
cific may set up an East Coast 
division to rival the National 
Maritime Union of the C. I. O. 
The Sailors Union, not affiliated 
with either labor faction, is 
friendly with the A. F. of L. 

* * * 
Administration pressure for en- 
actment of a wages and hours 
bill now is based on the argu- 
ment that “we need a bill, any 
bill, just to get the principle es- 
tablished. Once in the law, we 
can go to work to make it more 
effective by amendment,” 

* % * 

SEC officials attribute its relax- 
ation of regulations for issuance 
of small amounts of securities 
directly to the request for such 
action made by the Little Busi- 
ness Men’s Conference, 

* * * 

The Maritime Commission is sell- 
ing the Reconstruction Finance 
Corporation on the idea of using 
its new lending powers to help a 


| 
| 
| 





number of small shipbuilding 
concerns to expand. The purpose 
is to enable them to bid on mer- 
chant ships that regular ship- 
yards are unwilling to bid on, ex- 
cept at prices the Government 
considers excessive. 

xh * 
A prominent Mid-west Senator, 
mentioned for the Republican 
presidential nomination in 1940, 
is understood to be weighing the 
potential consequences of his 
supporting Senator Van Nuys 
(Dem.), of Indiana, for reelec- 
tion on an independent ticket. 

eM * 
A different atmosphere pre- 
vails at the National Bituminous 
Coal Commission under the act- 
ing chairmanship of Percy Tet- 
low. Officials expect him to be 
named chairman, possibly before 
selection of a successor to former 
chairman Charles F. Hosford, jr., 
on the Commission. The office 
of Consumers Counsel, infre- 
quently consulted before, now is 
kept in touch with policy devel- 


opments. 
ee 2 2 


Interested officials do not expect 
Harry Bridges to be deported. 
They say he has become a “sym- 
bol,” and it would do no good to 
deport him because he has al- 
ready infiltrated his longshore- 
men’s union with the “revolu- 
tionary techniques” that they at- 
tribute to him, 
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Baseball, Recovery, Relief, Foreign Policies 


And the D. 


RANKLIN DELANO ROOSEVELT’S warn- + 

ing was just about 24 hours too late. 

The day before he advised the nation, through 
members of the press, not to be surprised at the 
steady procession of recovery and relief ad- 
visers walking up to the Executive Offices, sorne 
50,000 children and their adult escorts had made 
a howling success of the annual Easter egg roll- 
ing party on the White House lawn. 

Keen statistical analysis disclosed 100,000 eggs 
had been pushed over, around and under the 
After that the number of of- 
ficial visitors trekking up to the Executive Of- 


nice green grass. 


fices paled in comparison. 


AN ERRATIC PITCH 
AS THE BIG LEAGUE 
SEASON OPENS 


down the Potomac. 


But, crowd or no crowd, 
Mr. Roosevelt managed 
to cover a good deal of 

- ground before boarding 
the Presidential yacht for a week-end cruise 
And that despite the er- 
ratic pitch he made in sending out the first ball 





Capital. 


—Harris & Ewing 


+ start of major 
housing projects in four key cities. 

One evening, at about the time that the street 
cars running by 1600 Pennsylvania Avenue got 
to wishing for a nice, cozy car barn, a large 
group of visitors emerged from the White 
House. And not a peep of what they had heard 
from the lips of the President, nor what the 
President had heard from their lips, was des- 
tined to see the black of printers’ ink. 
an “off the record” visit of members of the 
American Society of Newspaper 
Washington for their annual convention. 


D. A. R. CONGRESS 

HEARS A REMINDER 
OF ITS ANCESTRY 
can Revolution, 

In his first appearance at a D. A. R. 
congress, the President in unorthodox manner 
delivered a text without preaching on it. 


A. R.... Then Down the Potomac 


slum-clearance and low-rent 


It was 


Editors in 


On the record was the 
short, informal talk made 
by the President to the 
Daughters of the Ameri- 


also in convention in the 


The 





—Harris & Ewing 


HOUSING FOUNDATION 


While Senator Wagner, sponsor of modern hous- 
ing legislation, looks on with pride, Nathan Straus, 
U. S. Housing Administrator, puts the final okeh 
on the President’s approval of $36,657,000 in con- 
tracts for projects in New York City, Augusta, 
Ga., Jacksonville, Fla., and Louisville, Ky. 





MWewrsgrann + 


Our Foreign Policy 
Toward Dictators 





Shall we join with European de- 
mocracies in recognizing Nazi and 
Fascist gains? 

Or offer moral opposition to the 
forcible coups of dictatorships? 

The State Department stands at 
the crossroads, facing important 
alternatives. 








of the big league season, Everybody said the 
wind-up was pretty good. But the pitch?—well, 
it barely cleared the President’s own box. 

Observers wondered if the hearty handclasp 
given Mr. Roosevelt by his Vice President, Mr. 
Garner, might not have slightly strained the 
Presidential pitching arm. That, however, 
didn’t seem quite right, because one enterpris- 
ing sports writer, sleuthing for Presidential left- 
overs after the ball game, discovered a whole 
bagfull of peanut shells under Mr. Roosevelt's 
chair. An awful lot of peanuts had to be 
cracked to get so many shells in one spot. 

Lightly touched though the week may have 
been with such antics, the President's activi- 
ties again managed to bat a high score among 
the daily headlines. 

For one, there was the invitation to Mr. Henry 
Ford to check over business conditions with 
the President at a White House luncheon this 
week, To inquiring correspondents who inter- 
viewed him outside the old grist mill at his 
Wayside Inn estate, Mr. Ford, sagely remarked: 
“I am going to give the President a chance to 
look at somebody who doesn’t want anything. 
I shall not give any advice.” 

The visit of Dr. Francis E. Townsend, old-age 
pension advocate, however, carried a bit of ad- 
vice with it. A few minutes after Dr. Townsend 
arrived at the District of Columbia jail, carrying 
a spare clean shirt, an extra pair of socks, and 





PHOTOGRAPHIC EVIDENCE 


If there is any disagreement between the Presi- 


dent and the Vice-President the cameraman 

couldn’t find it, because when this photograph 

was taken at the opening of the big league base- 

ball season in Washington, Mr. Roosevelt and 

Mr. Garner had a great big smile and hearty 
handclasp for each other. 





a battered typewriter on which he proposed to 
write the story of his activities while serving 
his 30-day sentence for contempt of a House 
investigating committee, an order for executive 
clemency was issued by the President. 


A BIT OF ADVICE The next day the visit 

to the White House, and 
GM THs HERES OF with it a bit of advice by 
OUR GOVERNMENT the pardoned crusader 
that what the nation needed was a coalition 
government. The President, Dr. Townsend told 
newspaper men after the call, was receptive to 
the idea, but didn’t think it practicable. 


The visit of RFC Chairman Jesse H. Jones, 
SEC Chairman William O. Douglas and SEC 
Commissioner John W. Hanes, was the first of 
the long number of conferences revolving 
about the recovery and relief program. A few 
days later SEC officials were able to report the 
flushing of the first recovery bird by expediting 
security regulations. Before that, approval by 
the President had cleared the ground for the 








text: ‘Remember always that you and I especi- 
ally are descended from immigrants and re- 
volutionists.” 

Dressed in a grey business suit, the Presi- 
dent in casual style reminded the D. A. R. that 
he was descended “from a number of people who 
came over in the Mayflower. But more than 
that, my ancestors on both sides—and when 
you go back four generations or five generations 
it means thirty-two or sixty-four of them—every 
single one of them without exception was in 
this land in 1776. And there was only one Tory 
among them!” 

The next day the President in general out- 
lined the nation’s policy under the neutrality 
law, which has been bombarded by liberal blocs 
as an aid to belligerent forces in Spain and 
China. The law, Mr, Roosevelt explained, has 
two objectives: One, to keep this country out 
of foreign wars; two, to avoid giving aid to bel- 
ligerents in foreign countries. Admittedly, 
there were difficulties in operating under the 
present law. Certain he was that the United 
States was doing its best under trying circum- 
stances. 

Hopefully did the President contemplate a 
four or five day trip this week-end aboard the 
new light cruiser Philadelphia. The destina- 
tion—laughingly, the President replied—the 


Atlantic Ocean and back. 
DEREK Fox. 











S BETWEEN an idealism that might invite 
i another war “to make the world safe for 
democracy” and a realism that would prolong 
peace, the great democracies are supporting the 
latter approach unitedly. 

ts first fruit is the adjustment by treaty of 
differences between England and Italy at the 
potential expense of previous understandings be- 
tween Dictator Mussolini and Dictator Hitler. 

France follows the British lead. European 
markets reflect optimism in rising prices. 

Ordinarily Washington would take no public 
notice of such developments. Circumstances in 
this instance impelled President Roosevelt to set 
another precedent by commenting on the Lon- 
don-Rome agreement. 


‘QUARANTINE’ SPEECH EFFECTS 


The Chicago speech last fall, in which he ad- 
vocated international “quarantine” of aggressor 
nations, had intensified the dispute in Congress 
over foreign pclicy. Sympathizers with the Loy- 
alists in Spain long since had resented invoca- 
tion of the Neutrality Act to prevent munitions 
shipments to that. government, and demanded 
revision of the law. 

This group supported the President’s militant 
stand at Chicago. The “isolationists,’ however, 
declared again that the United States should 
not concern itself with troubles between other 
nations. The showing they made seemed to have 
an effect. At any rate, Mr. Roosevelt has had 
nothing to say since about “quarantine.” 

Friction between the dictatorships and de- 
mocracies abroad mounted steadily through the 
months. There came the cabinet crisis in Lon- 
don, in which Sir Anthony Eden resigned as 
Foreign Minister because he differed with Prime 
Minister Neville Chamberlain’s policy of yielding 
ground to Italy and Germany. 

There followed the Hitler seizure of independ- 
ent Austria. Adherents of Sir Anthony said: 
“We told you so!” The world wondered whether 
war in behalf of democracy and international 
law was imminent. Chamberlain’s policies were 
severely attacked in the House of Commons; 
but the Prime Minister held on. Thus the situ- 
ation stood when the Anglo-Italian pact was 
signed. 


THE SCOTT BOYCOTT PLAN 


After conferring with the President, Repre- 
sentative Scott (Dem.), of California, opened a 
campaign to abandon the Neutrality Act in favor 
of “quarantine” or unofficial boycott of treaty- 
breaking nations. He gave newspaper men the 
impression that Mr. Roosevelt approved. The 
President said he had neither approved nor dis- 
approved. 

Under the resolution, the Administration first 
would be asked to name nations that violated 
treaties to which this country was a party. Mr. 
Scott believes Germany, Italy and Japan should 
be so listed. Department of State officials ap- 
peared uncomfortable when asked about it. 

The Acting Secretary of State, Sumner Welles, 
conferred with Mr. Roosevelt. It was decided to 
assert guarded endorsement of the London- 
Rome rapprochement. 

This Government, said the President, believes 
in promoting peace by friendly negotiation and 
“the finding of means for economic appease- 
ment.” Not attempting to pass on the fv litical 
aspects of the accord, he expressed symp thetic 
interest “because it is proof of the value of 
peaceful negotiations.” 

The House of Representatives’ bloc to which 
Mr. Scott belongs intends to press on for an 
aggressive attitude toward the dictators. In 
view of the Roosevelt statement, there appears 
to be little likelihood of Administration support 
for that bloc. 
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[Continued from Page 1.] 

that 2,785 projects are now pend- 
ing on its books for loans and 
grants totalling more than half a 
billion dollars. These projects 
were examined and approved be- 
fore the first PWA activity was 
The President rec- 
ommends revival PWA ac- 
tivity and is asking Congress for 
a billion and a half fund for this 
purpose. 


suspended. 
of 


While no allotments will be 
made until Congress provides the 
money, Administrator Ickes ap- 
peals to interested communities 
to present their plans and prepare 


for immediate work. 


After conferring with the Pres- 
ident, RFC Chairman Jones an- 
nounces that a portion of the re- 
cently-released billion and a half 
RFC loan fund will be made 
available to utilities as well as to 
big and little business. 


An emergency 
program is agreed on at a confer- 
ence between Senator Wheeler, 
chairman of the Senate interstate 
commerce commitee, and leading 
road executives and union lead- 
It provides for loans for 


railroad relief 


ers, 
equipment and liberalization of 
loans to carriers, subject to ap- 
proval by Congress. . The 
roads still insist a wage cut is also 
which the 


rail- 
necessary, unions 
vigorously oppose. 


The first legislation carrying 
out one of the President's spend- 
ing recommendations is laid on 
his desk for approval after pas- 
sage by Congress. It appropri- 
ates $50,000,000 for the program, 
thereby keeping open 300 CCC 
camps which were to have been 
closed July 1. 


Another portion 
covery program—federal aid for 


of the re- 
highways—makes progress in 
Congress. The Agricultural De- 
partment supply bill, as passed by 


the House and sent to the Sen- 


ate, carries a recommended 
$100,000,000 increase in road 
funds. 


An additional $200,000,000 for 
slum clearance and low-cost hous- 
ing may be asked in addition to 
the $300,000,000 asked by the Pres- 
ident for that purpose, Housing 
Straus 
A half billion dollars is already 
available for such projects. The 
President signs contracts for new 
projects New York City, 
Louisville, Ky., Augusta, Ga., and 
Jacksonville, Fla. 


Administrator discloses. 


in 


In reporting the new compro- 
mise wages and hours bill to the 
House, the Labor committee says 
such a law is “urgent” to fore- 
stall a vicious spiral of deflation 
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(JQUISGALLAI8 THE MANY-SIDED RECOVERY PLAN: 


LENDING, SPENDING, COMPROMISE’ WITH BUSINESS 


is le ading 
of t Roosevelt 
1938 version 

he Presi- 
Congres. 
the of 
aembers of 
for and 


course 


app! 


A RUSH of development: 
reco\ 





very program 





reactions 





dent’s message to were to 
call it pump-priming in 
1934 and 1935. Many 
Congress took position. 
the Administration 
on that basis. But happer ings since 
t tl efforts 


Government 


sense 


against 


then indicate, at least, wnat 


to check ceflation by 


spending may be of comparatively 


point, the House obtained retention 
* of the undistributed pron:s tax prin- 
the Administra- 


ciple as desired by 
tion. It was felt that more corpora- 
tions objected to the increase in 


their regular tax rate, as provided in 
the Senate bill, than to the contest- 
ed principle 

The Securities and Exchange Com- 
mission has relaxed its regulations 
for issuance of smal] amounts of se- 
curities. Its officials negotiate amic- 
ably with representatives of utility 


+ will be piling it up even faster in 
the already heavily laden banks. It 








| recovery.” 
with moderation? 


Activity reminiscent of April, 1933, bestirs the White 
House. Mr. Roosevelt concentrates on starting the “spiral ot 
Shall the Government move uncompromisingly or 


. 
The acquiescence of Congress after his first inauguration 
| is replaced by another attitude. Current developments and 
| their significance are summarized in this article. 





slight other features 
of the program work out 9s desired. 
The program is taking four prin- 
cipal directions at present 
Immediate emphasis is on fast and 
liberal lending by the Reconstruction 
Finance Corporation. The Treasury 


importance, if 





seeks to promote inflat:onary psy- 
chology gradually by adding $50,- 
000,000 a week to private credit fa- 


cilities 

Congress has begun increasing ap- 
propriations line with White 
House recommendations Finally, 
President Roosevelt acquainting 
himself afresh with the viewpoint of 


lil 


1S 


industrialists and more o1 the offi- 
cials close to him expres: moderate 
attitudes toward busines 

The invitation to Henry Ford to 
talk things over at the Wnite House 
this week reflects the trend. In be- 
tween conferences with thase who 
will administer his program, Mr. 
Roosevelt evidently intends to re- 
ceive other leaders in manufactur- 
ing, utilities, railroading and mer- 
chandising. 

Liaison with many of them has 
been established in the past few 
weeks by various of his advisers 


The need for banishing antagonisms 
and promoting Government-business 
to be firm- 


cooperation, if recovery is 


ly established, was recognized on 
both sides 

Results are beginning io show. In 
spite of his militant letier te Senate 


and House conferees on the tax_bill 
opposing modification of capital 
gains taxes, the Presiden‘ is expected 


to sign the compromise measure 
which makes the modification 
In return for yielding on that 


brought about by the inevitable 
wage cuts of a depression which 
already are upon the nation. The 
measure would make a minimum 
40 cents per hour wage and a 
40-hour 
pulsory within three years, 


maximum week com- 


Two presidential messages will 
be ready for Congress this week, 
according to a White House an- 
nouncement. One will advocate 
legislation to tax bonds now tax 
exempt and salaries of Govern- 
ment employes which are not now 
taxed. The other will deal with 


revision of anti-trust laws. 
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spent in fairly short order for mod- 


holding companies abou: application 
of the regulatory Act. 

The Social Security Board is be- 
less stringent about forms that 
employers must fill out for old-age 
pension records. The RFC is willing 
to lend to underwriters who cannot 
get private capital for sound ven- 
tures, while refraining from provid- 
ing capital outright in « way that 
might give Government direct stakes 
in many businesses. 

The tone of speeches by high offi- 
cials is different from a few months 
ago. They repeatedly assert their 
belief in the profits system. 


WHAT MORE MAY BE SOUGHT 

Judging from the past, some out- 
of-town visitors to the White House 
will ask for more. Confidence will 
not be fully restored, the opposition 
has contended, until steps are taken 
to stabilize the budget, io give em- 
ployers “equal rights” under the 
Wagner Act, to define a utilities pol- 
icy which would remove or limit 
Government competition with pri- 
vate utilities, to halt ‘“experimenta- 
tion” and the like. 

The President shows no inclination 
to capitulate to that viewpoint. In 
the opinion of observers, he wants 
personally to get his position across 
to Mr. Ford and other leaders in the 
hope of finding a common meeting 
ground with them that would reas- 
sure business in general and inves- 
tors in particular. 

He may make concessions, his lieu- 
tenants assert, but not on New Deal 
fundamentals. 

“And suppose he does make con- 
cessions,” remarked an opponent in 
discussing the situation. “How do 
we know he will ‘stay put?’” 


HESITANCY OF BUSINESS 

There are two of the most perti- 
nent points in the pros- 
pects: that the program contem- 
plates clasping hands with business; 
but that important sectioas of busi- 
ness want more positive assurances 
from Government before taking cap- 
ital risks. 

If moves made and contemplated by 
the Administration combine to pro- 
vide sufficient assurances, the busi- 
ness argument runs, then the likeli- 
hood of recovery will increase. More 
people will want to borrow money on 
the chance of earning profits. More 
people and banks will be2 willing to 
lend and invest. Employment and 
pay rolls will rise, the need for relief 
will decrease. 

But months may elapse before the 
chances of that happening become 


ing 





assessin2 


plain. 

The Government will be acting 
constantly in the meantime on the 
ground that while business is in the 
doldrums, it must “take up the 
Slack.” 


LENDING VS. SPENDING 

The program stresses lending more 
than spending. Explaining the part 
to be played by the RFC, Chairman 

declared he would not 
the $1,500,000,000 fund in 
competition with banks, but wanted 
to cooperate with them “in providing 
credit where there is a2 demand 
which for any reason the banks can- 
not meet.” 

Applications for over $70,000,000 
of loans to business are being exam- 
ined. Thousands more accumulate. 
Mr. Jones said again that sound se- 
curity must be provided, that the 
RFC would make long-term loans— 
which banks have been reluctant to 


Jesse Jones 


administer 











do. He chided bankers for their hes- 
itancy to lend more and offered to 
share good risks with them. 

The RFC specifically aims to lend 
to utilities. It is estimated that a 
billion dollars profitably could be 


ernization and expansion of utility 
plants, if the companies want to 
borrow for that purpose 

Also, the projected assistance for 
the railroads calls for loans of up 
to $300.000,000 for new equipment 

While the RFC feeds cash into 
the business current, the Treasury 


Giese 


was decided to use the $1,400,000,000 
derived from desterilizing gold 
reduce the national debt by $50,000.- 
000 a week, rather than plump it out 
all at once and possibly unsettle 
the Government bond market 

This means that banks before very 
long will have on hand about $3,- 
650,000,000 in excess of the reserves 
they must carry. The availability 
of Government bonds and notes for 
investment will be diminishing. 

The hope is that the bankers, 
rather than let the money lie idle, 
will become more receptive to pri- 


+ 
LO 


vate applications for loans. The 
figures show the possibility of a 
tremendous credit inflation. Of- 


ficials say the Administration would 
like to prime it for operations, on 
the theory that resultant business 
improvement would reduce relief 
requirements, increase tax revenues 
and enable the profits system to 
function as it should. | 


THE CHIEF POINT IN ISSUE 





Here arises the major cause of 
controversy over the program 
The President attributes con- 


tinued depression to _ insufficient 
purchasing power among the masses 
and wants Congress to appropriate 
$2,062,000,000 to be spent for relief, 


roads, public buildings, ete. and 
$950,000,000 to be loaned for hous- 
ing, public works, etc. 

Broadly, this would mean enlarg- 
ing relief rolls and keeping the 
Civilian Conservation Corps rolls at 
present levels, instead of reducing 
them as had been planned; and 
about $1,500,000,000 increase in ex- 
penditures over last year. The re- 


sultant jobs and demands for ma- 
terials would be expected to gene- 
rate business activity all along the 
line. 

A story by Secretary Roper illus 
trates the design: 


+ 


“In 


ferred 


my boyhood we were trans- 


th 
wn 


from old well and 


tackle to the more healthful source 


its 


of water made available from the 
pump. In cold, ‘reactionary’ weather 
it was necessary to keep a bucket of 


water available from which to pour 


the New 


pump-priming 
call that process a “shot in the arm” 
which fails to deal with economic 


Deal, 


fundamentals. 


“We are again on an inflationary 
course,” warned Alf M. Landon, the 


with 
expenditures; 


its 





~—Harris & Ewing 


MR. HOPKINS DOES A BIT OF EXPLAINING 


yrs Administrator Harry L. Hopkins (left) confides to the House 
Appropriation Committee chairman, Edward T. Taylor (right), 


+ 000,000 to over $37,000,000,000 under 4 
earlier | 


and 








and the subcommittee chairman, Clifton A. Woodrum, that it will 


probably be necessary to increase the relief load during the first 


seven months of the next fiscal year beginning July 1. 





a small amount in the cup of the 
pump to start the valve. But when 
the pump was thus started and be- 
lift 
was 
not 
to 
left 
scheduled 


gan to 
water 
It is 


cording 


the water, the priming 
set aside for next time.” 
as simple as that, ac- 
the opponents. Those 
declare the spending 
is insufficient. Those on 
the right point to the fact that the 
public debt has risen from $21,000,- 


on the 


| 


titular Republican leader, in asking 
Congress 


citizens 


to 


protest 


to 


against the legislation. 


THREAT OF INFLATION 


every 


“i 


time 


there 


a reces- 


sion in business, the only way out 


that a 


government 


can 


find 


is a 


plied on top of expenditures already 


too great, 


rupt. If 


then 
the 


we 


shall 
Government 


go 


| 
huge expenditure program to be ap- | 


bank- 


spends 


money, it must collect revenues to 
match the expenditures.” 

Party lines again are divided on 
the question. From all indications, 
a substantial group of Democrats 
like Senators Glass and Bryd, of Vir- 
ginia, will side with Republicans 
who intend to oppose some of the 


appropriations in the first place, 
and then—if they lose—to seek 
Congressional limitation of the 
President's discretion in distribute 


ing the funds. 


FUNDS ALREADY GRANTED 

The CCC appropriation, provid- 
ing an additional $50,000,000 so the 
1,500 camps can be maintained next 
year, already has been passed. The 
House of Representatives approved 
$125,000,000 for Federal aid in high- 
way construction practically withe 
out objection. Its Appropriations 
Committee added the $37,000,000 
more requested by the President for 
flood control and reclamation work 
to the War Department bill. 

These actions on individual items 
of the program are cited by Demo- 
cratic leaders in support of their 
confidence that the larger appro- 
priations will be made. Remember- 


ing how they lost in the dispute 
over the Government reorganization 
bill, however, they are on guard. 


Congressmen are being told of bene- 
fits that might go to their States 
and districts under the legislation. 

Some legislators say privately 
that they oppose continued heavy 
spending and accumulation of debt 
but, nevertheless, will vote with the 
Administration. 

“If things go this way,” asserted 
one Senator, “it means the end of 
our ‘form of Government eventually. 
But I look around and listen for 
other solutions of the unemploy- 
ment problem and find none. We 
can’t let people starve. What else 
can we do but spend?” 

Epwarp J. Durry. 
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. vou see more and more Chrysler Custom Im- 
perials. There's a sound reason of course. 

The Custom Imperial is more than big, beautiful, 
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Asa group, custom-tvpe cars have lagged strangely 
behind lower-priced cars in engineering. Some makers 
still] sav that bodies are too expensive (!) for 
custom cars. Some ustom cars have this or that 
modern feature and lack certain others. 

But the Chrysler Custom Imperial has every ad- 
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Withthe Committees: 
Laws in the Making 


Flood tide of spending . .. Wage 
and Hour bill still stymied .. . 


Federal subsidies for State 
schools. 
PENDING waves are running high in Con- 


gress committees. The President's recovery 
relief program is soon to come forth from a House 
committee; half a billion dollars of educationa! 
subsidies are approved by a Senate committee; 
vast millions for CCC, rivers and harbors and 
other work are contained in pending bills. All in 
addition to record-breaking annual measures 


Taxes: | 
Senate and HouSe conferees reso.ve deadlock 
on the tax bill. (See article on Page 13). 


Labor: 

The House Labor Committee's new wage-hour 
bill pivots on the so far hostile House Rules Com- 
mittee, which dictates opportunity to bring up 
the measure on the floor of the House. A minority 
House labor group, in a dissenting report, charges 
the revised bill is discriminatory and unconstitu- 
tional because it delegates power to the Secre- 
tary of Labor to determine what industries the 
bill shall affect 


Education: 

A proposal to authorize a vast program of 
Federal subsidies to States to aid public educa- 
tion bobs out again from the Senate Committee 
on Education and Labor. Many observers see 
little prospect of enactment. Chairman 
Thomas (Dem.), of Utah, reported a substitute 
for the Harrison-Black-Fletcher and other bills 
sponsoring Federal help to State governments. 

The bill would give to States, for elementary 
and high schools, annual appropriations begin- 
ning with $40,000,000 on July 1, 1939, increasing 
each year by $20,000,000 through June 30, 1945. 
for library, health and recreation services, for 
handicapped pupils, vocational education, ete. 
Other appropriations would make grants, with 
sliding scales, beginning with $2,000,000 for im- 
proved teacher preparation, a million for State 
school administration; $20,000,000, scaling up- 
wards annually, to construct and improve schoo] 
buildings; $5,000,000 initial grant, sealing up- 
wards for adult education; $2,000,000 start on 
rural library service, etc. 


its 


Aviation: 

Favorably reported by the Senate Commerce 
Committee is a bill to establish a Civil Aeronau- 
tics Authority, a bipartisan body of five mem- 
bers, $12,000 a year each, to control rates, licenses 
and other matters, and a special air safety board, 
five members at $7,500 each, both bodies appoint- 
ive by the President. 


Lobby 

Sources of telegrams and other literature that 
p ured into the Capitol to defeat the Govern- 
n 2nt reorganization bill were inquired into again 
ty the Senate special lobby investigating com- 
r ittee. Sumner Gerard, New York, treasurer, 
The National Committee to Uphold Constitu- 
tional Government, testified records asked for 
were not under his control, and resented what 
he said were committee efforts to besmirch his 
organization. 

His report announced in New York showed 
contributions of $331,278, of which $328,707 was 
spent between Feb. 15, 1937, and March 15, 1938, 
including $47,809 for its Washington-New York 
staffs. Committee Chairman Minton said $52,- 
623 spent for postage, with mail sent out run- 
ning into millions of pieces, indicated some were 
mailed under Congressional frank. 


Shipping: 

Amendments to the 1937 Merchant Marine Act 
are proposed in a bill approved by the Senate 
Commerce Committee. It would broaden and 
clarify the authority of the Maritime Commission 
in granting operating and construction differen- 
tial subsidies to steamship companies. The bill 
would create a three-member labor mediation 
board for the maritime industry ana would em- 
power the Commission to investigate employment 
and wage conditions on ocean-going vessels and 
to place in its contracts, after hearings, minimum 
manning and minimum wage scales for ald offi- 
cers and men on subsidized vessels. 


Waterways: 

An omnibus bill authorizing $33,903,850 to con- 
struct 39 river and harbor improvements by army 
engineers has been reported to the House. 

The House Committee on Flood Control, com- 
pleting hearings, is about ready to report a bill 
with large authorizations for projects. 

Army engineers advised the committee that 
relief labor is not suited to flood control work. 

The House Committee on Appropriations, in its 
War Department civil functions bill reported to 
the House, appropriates an additional $37,000,000, 
as proposed by the President, for flood control 
and reclamation work next year, of which $5,000,- 
000 is earmarked for the Mississippi River. 


Status of Major Bills 


S. 2475, Wage-hour labor standards; Passed Senate 
July 31; Re-reported, revised, to House April 22. 

H. R. 9218, Naval expension; Reported to Senate 
April 18. 

H. J. Res. 627, Civilian Conservation Corps, $50,- 
000,000 appropriations; Congress completed April 19. 

H. R. 8993, Navy, annual appropriations; conference 
agreement April 19. 

H. R. 10291, War Department, non-military func- 


tions, annual appropriations; Reported to House 
April 18. 

S. 3530, Army reserve, 75,000 men; Passed House 
April 18. 

H. R. 7448, New experimental airmail to develop 
safety, economy, etc., President signed April 15. 

S. 3845, Civil Aeronautics Authority to regulate civil 


aviation; Reported to Senate April 19 
H. R. 10298, Rivers and harbors 
($34,000,000); Reported to House April 19. 
H. R. 1531, Civil service classification, Ist, 2nd, 3rd 
class postmasters; sent to conference April 19. 
S. 419, Substitute for Harrison-Black bill 
public education; Reported to Senate April 19 


authorizations, 


to aid 
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(ecesGaicl? ~THE BATTLE OF BILLIONS OPENS: 
POLITICS AND THE FEDERAL SPENDING PROGRAM 


+ to past pump-priming disappointments and to + against dangers of foreign attack and possible 


[* his five-billiqgn-dollar pump-priming pro- 
gram, will the President have any trouble 
priming Congress itself? Or has he again struck 
a gusher that will cheerfully pour forth the flow 
of funds demanded? 

Congressmen, with an ear to the ground in 
this election year, are sensitively trying to get 
the ground swell, the seismic reaction of popu- 





To spend or not to spend, that is 
the question. 

Weighing political consequences 
in an election year. Congress ponders 
popular reaction to pump-priming 
proposals. First impulse of many is 
to go along with the President un- 
questioningly. Others are more cauti- 
ous. Some are caustically critical. 

But the new spending impetus helps 
several big appropriation bills slide 
through without jars or friction. 











lar opinion, one way or the other, to the new 
spending and lending program. 

In face of past New Deal failures to bring 
lasting prosperity by pump-priming methods, 
do the people favor more experiments along 
that line? Do they look beyond continued 
deficit spending to possible consequences of 
eventual higher taxes or of runaway inflation? 
Or will the new flow of easy money be accepted 
gratefully and unquestioningly? 

These are important considerations to in- 
fluence the way Congressmen, on the eve of 
election campaigns, will treat the President’s 


“program, 


In view of the experience of the last few 
years, reflected in election results, political 
psychology might seem to be on the side of the 
President. The force of political gravity, work- 
ing on a gigantic siphon into the Treasury, con- 
nected with pipelines into every Congress dis- 
trict, can send a speedy cash cataract into hun- 
dreds of areas politically parched as a result of 
dominance till lately of the budget-balancing 
faction among the President’s advisers. 


The first impulse of 


most New Deal Congress- 
i CONTRAST Wire men, especially those of 


POLICY CRITICS the left-wing bloc that 


has consistently advocated more spending, is to 
go along at once with the President’s program. 


SPENDERS EAGER 


Such Congress spenders have begun thinking 
up ideas for sluicing out the money floods, in a 
way that might make the Administration’s prob- 
lem not one of getting the flow started but of 
keeping it within contemplated bounds, 

Others, including more conservative or mid 
dle-of-the-road Democrats and many Republi- 
cans, are dubious about ultimate consequences, 
if not the immediate national reaction, which 
they are carefully weighing. 

Some of these members are reserving their 


opinions. Others are critical, calling attention 
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NO NAMES MENTIONED 


Fiery was the exchange between Sumner Gerard, 
(above), treasurer, National Committee to Up- 
hold Constitutional Government, and the Sen- 
ate Lobby Committee investigating lobby- 
ing activities during Congress’ consideration of 
the Reorganization Bill. Gestures and _ vocal 
bursts came after Mr. Gerard explained he was 
unable to name contributors to the organization 
because financial receipts were not under his 
control. 








potential inflation, 

Such Senators as Glass (Dem.), of Virginia, 
and Vandenberg (Rep.), of Michigan, have 
spoken out against the new program. And from 
Representative Taber (Rep.), of New York, 
ranking minority member of the Appropriations 
Committee, came blunt branding of past pump- 
priming as a failure and warning that its re- 
newal may mean a deficit of eight billion dollars 
for the 1939 fiscal year. 

At the moment, such objectors appear to be in 
the minority. So confident are Administration 
leaders that the new program will “take” in 
Congress that they prophesy it can be rushed 
through in a few weeks, without greatly pro- 
longing the session. A June 1 adjournment 
date is their prediction, 

Prompt House adoption of the billion 
dollar annual Agriculture appropriation bill 
served as one weather-gauge of spending senti- 
ment. It carries 89 millions for ordinary activi- 
ties of the Department, 705 millions for AAA 
loans and benefit payments and 201 millions for 
road building, grade crossing elimination, etc. 
An additional half billion authorization for 
highways is being demanded by Representative 
Cartwright (Dem.), of Oklahoma, chairman of 
the House Roads Committee. 


Another index of spending enthusiasm ap- 
peared in a clamor set up when majority mem- 





THE GROUNDWORK FOR EMERGENCY RAIL 


need of fighting to defend the Monroe doctrine. 
Opponents derided war scare talk and contended 


| the present Navy is defensively adequate. 


Senator Vandenberg said the perils of hasten- 
ing national bankruptcy are greater than any 
dangers of foreign invasion, and Senator Nye 
(Rep.), of North Dakota, charged that munitions 
and shipbuilding interests are whipping up an 
artificial demand for bigger armaments. (See 
debate transcript, Col. 5, and “Tide of World 
Affairs,” Page 11.) 


Of major significance 
during the week was 
ending of the long con- 
ference committee dead- 


END OF DEADLOCK 
ON THE TAX BILL 
AND ITS EFFECTS 


lock on the tax bill. It was broken by a com- 
promise in which Senate conferees yielded to 
House demands for retention of the skeleton 
principle of the undivided tax and 
House conferees agreed to the more liberal Sen- 
ate version of the capital gains tax. (For de- 
tails of the compromise, see “Finance Week,” 
Page 13). 


surplus 


attention turns increas- 
ingly toward campaign prospects, the factional 
split between the Guffey and Earle forces, wag- 
ing a bitter primary battle in Pennsylvania, has 
been given Senate airing in a resolution by 


Senate Guffey asking PWA Administrator 


As Congressmen’s 


a 
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LEGISLATION 


T a special meeting at the Capitol, Senator Wheeler, Chairman of the Senate Interstate 

Commerce Committee, discussed with representatives of railroad labor and management the 
possibilities for railroad legislation at this session of Congress. Left to right: (seated) Martin 
W. Clement, President, Pennsylvania Railroad; George M. Harrison, Railway Labor Executives 
Association; and Senator Wheeler. In back row (left to right): Ralph Budd, President, Chi- 
cago, Burlington & Quincy Railroad; Senator Harry S. Truman, committee member, and As 
Pelley, president, Association of American Railroads. 





bers found that 25 millions to be allotted for 
new Federal buildings will not be enough to go 
around in all districts. Demand resulted for 
boosting the total to 60 millions, so that each 
Democratic member can have at least one new 
post office or Federal building in his area. 

Considerable interest also centered in the pro- 
posed billion and a quarter relief fund for the 
first seven months of the coming fiscal year. 
From the Republican side came a proposal by 
Representative Bacon, of New York, to abolish 
WPA and provide a new relief set-up, with the 
major portion of relief funds to be turned over 
to the States. 


Hundreds of millions 


; : : 
FOR ARMAMENTS, were juggled during the 
week in action on a 


FLOOD CONTROL number of appropriation 
bills. Both Houses, by approving the joint con- 
ference report, completed action on the record- 
breaking $546,866,494 annual Navy appropria- 
tion bill. 

On top of the recently passed $491,691,699 an- 
nual Army appropriation bill, the House quickly 
approved the $220,634,725 annual appropriation 
bill for non-military functions of the War De- 
partment. With a total 23 millions above Bud- 
get recommendations, the bill carries 113 mil- 
lions for flood control and 56 millions for rivers 
and harbors—items that fit in with renewed 
spending plans. 

In the Senate the $1,156,546,000 Naval expan- 
sion authorization bill had main right of way. 
Senator Walsh (Dem.), of Massachusetts, chair- 
man of the Naval committee, argued the need for 
expansion to keep American sea power up to 
the 5-3 ratio as compared with Japan. He warned 


IMMENSE TOTALS 


Ickes to produce letters and records regarding 
control of PWA work in the Keystone State. 


His move was aimed at the Senatorial cam- 
paign of Governor Earle and designed to show 
up PWA connections of the latter’s political 
ally, M. C. McCloskey, Philadelphia Democratic 
leader and contractor, who has handled several 
million dollars’ worth of public works contracts 
and who, recent disclosures showed, had made 
personal loans of $30,000 to the Governor. 


Another Congress exposure led to resignation 
of Horace Russell, HOLC general counsel. 
Representative Church (Rep.), of Illinois, 
charged Mr. Russell with a breach of official 
ethics and abuse of the franking privilege in 
franking out ten thousand letters of recom- 
mendation seeking to drum up private legal 
business before Government departments for a 
former member of the HOLC legal staff. Mr. 
Church demanded Russell's prosecution for al- 
leged violation of the Federal criminal code re- 
garding misuse of the mails. 


Though Congressmen have evidenced im- 
patience at the prospect of an extended session, 
they put in only a short legislative week. The 
Senate stood adjourned on Monday, to watch 
Twirler Roosevelt pitch the first ball of the 
American League baseball season. House mem- 
bers took an afternoon off to stage a baseball 
game of their own. Most of another day’s ses- 
sion in both Houses was devoted to memorial 
deceased members. Then on 
Thursday the lure of a flower show stopped the 


eulogies for 
legislative mill as members knocked off early to 
enable 150 of their number to go on a week-end 
junket to the azalea festival at Charleston, S. C. 
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Billion Dollar Navy: 
Insurance for Peace? 


Our role in the arms race. Defense 
needs, costs and consequences as 
Senate views them. 





HE need of a billion dollar naval expansion 

or even the attainment of the 5-5-3 ratio, 
once fixed as a peace measure, again meets a 
challenge as the Senate debates the bigger navy 
bill. Would such a navy insure peace or lead to 
an armament race, resulting in war? Also in- 
jected in the discussion were plainly expressed 
fears of foreign penetration of Latin America to 
the grave danger of this country and the Monroe 
doctrine. Excerpts from the debate: 

SENATOR WaLsH (Dem.), of Massachusetts: 
On -Dec. 31, 1936, all treaties for the limi- 
tation of naval armaments expired. What is our 
naval program now? 

That is the issue here. Shall we try to maintain 
a 5-5-3 ratio navy, in view of what other 
countries are doing . or shall we drift along? 
Shall we wait until the enemy is at our gates? 

Senator Nye (Ind. Rep.), of North Dakota: 
If we authorize construction of 45,000-ton battle- 
Ships, we will only be handing down a challenge 
that will be quickly accepted perhaps by countries 
that have no thought at the present time of any 
such construction. To that extent we will be 
responsible for a tremendous armament race. 

SeNnaTOR WALSH: I do not think we are en- 
gaging in a race when we confine ourselves to 
a Navy even less than the 5-5-3 ratio, a navy less 
than other governments said we ought to have as 
a matter of security for ourselves, and less than 
our own officers said we needed... . 

SENATOR LUNDEEN (Farmer-Labor) of Minne- 
sota: If we are to have gunboats upon Chinese 
rivers, and maintain fleets in oriental waters, if 
we are going to send fleets into European waters, 
if we are going to police the world, we will need 
all the navy that is proposed and more. However, 
I have to be convinced that that is the policy we 
should pursue. 


FOREIGN POLICY AIMS 


SENATOR WALSH: MYr. President, I have never 
been able to find a definition of foreign Policy 
satisfactory to myself ...It is my view that the 
foreign policy of this country depends upon the 
State of mind of the President and the State 
Department at any given time under a given 
state of facts.... Does the Senator from Min- 
nesota think that if we had to engage in war 
with one nation on the Atlantic seacoast and 
another one on the Pacific seacoast, we should 
have a sufficient Navy? 

SENATOR LUNDEEN: I cannot conceive of that 
happening. We are not going to be attacked in 
this generation by any one nation or a group of 
nations. We shall not be able to get into the 
next world war unless we go hunting for it... 

SENATOR Nye: Are we not confronted with 
this situation, that it is utterly impossible for us 
to hope to maintain that adequacy of naval prep- 
aration which would permit us to defend our 
interests whatever they might be, wherever they 
might arise? 

SENATOR WALSH: I personally think it is not 
impossible for us if we want to spend the money. 

SENATOR NYE: The Senator will agree that 
these possible enemies must come from across 
the Atlantic or across the Pacific? 

SENATOR WALSH: Yes. I would say so. I do 
not at the present time anticipate any enemies 
from South America. I think it is quite possible 
for some European country or some country in 
the Orient to seek, within a few years, naval bases 
and possessions in South America. It is a possi- 
bility which ought to be considered in connection 
with any program of defense... . 

SENATOR NYE: My own conclusion is that we 
are adequately prepared to repulse any such 
effort, even in South America, on the part of a 
foe from across the Atlantic or across the Pacific. 

What is proposed in addition to what we have 
is most emphatically a preparation, not to defend 
ourselves, but to carry on aggressive warfare 
thousands of miles away from the shores and 
the homes for which national defense should be 
provided. . . . Certainly there is no occasion for 
the alarm which many are sounding today about 
our country and our citizens and our homes be- 
ing in jeopardy. ... 


RISING PREPAREDNESS COSTS 


Our outlay this year for national defense . 2° 
is very nearly four times greater than it was the 
year before we entered the war. ... Our Naval 
Establishment is going hand in hand with Ameri- 
can munition makers. . . . National defense be- 
comes too often a matter merely of chance for 
profit for a few men or interests who are never 
going to be satisfied with the adequacy of our 
national defense, who will spend large fortunes 
to keep the people fearful . . . suspicious, afraid 
that we are unprepared for some emergency. ... 

SEnaToR Bone (Dem.), of Washington: The 
bids that the Government is now receiving give 
every indication that private shipbuilding in- 
terests hope to make a “Roman holiday” of this 
shipbuilding program unless they are checked 
by the salutary force of public opinion. ... 

SENATOR VANDENBERG (Rep.), of Michigan: I 
rise in opposition to this super-navy bill. I do 
not believe it is justified by any conclusive 
demonstration of national necessity. : We 
are not entitled to put this new billion-dollar 
burden upon the backs of the American people, 
particularly at a moment when the public credit 
already is in dangerous jeopardy. 

A sound public credit is just as vital a part of 
the national defense as are battleships and armed 
battalions. I think the danger of national bank- 
ruptcy is far more realistic, infinitely more im- 
minent, vastly more menacing to the integrity 
of the United States than is any danger of 
alien assault... . 

The rest of the world has gone utterly mad in 
respect to its armament competition. . . I de- 
cline to believe that our wholesome and justified 
contribution to our own welfare and that of the 
world is to join and thus encourage this inter- 
national] insanity. 
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THE HOWS' AND ‘WHYS’ OF RFC LOANS TO BUSINESS: 
DRAFTING FROZEN BANK FUNDS TO AID RECOVERY 


By Jesse H. Jones, 





Lending as well as spending of Government money is a 


major part of the new formula 
can business. 


for restoring health to Ameri- 


Therefore the views of Jesse Jones, who as head of the 


RFC—the world’s largest banking agency—has a key position 


in the program to help business by making Government credit 


| available, are of utmost importance to every American, espe- 


cially business men. 


For this reason the full text of a radio address Mr. Jones 


delivered April 18 over a nation-wide radio network is given 
on this page. Init he discloses for the first time the complete 
details of the part RFC is to take in the second big drive for 





WISH to discuss business and 
credit. The decline in the pur- 
chase of consumers’ goods—the 


things we need and use every day 
—caused an accumulation of inven- 
tories by the merchant and the 
manufacturer that has resulted in 
widespread unemployment. The 
manufacturer cannot continue ‘9 
produce what he cannot sell, nur 
can the merchant buy unless he 
sells. So until thes? inventories are 
reduced, employment will not pick 
up. 

In discussing credit 1 have in 
mind credit for all purposes—for 
business, for industry, for agricul- 
ture, and for building As you 
know, the Reconstruction Finance 
Corporation was created in 1932 for 
the purpose of lending to banks, in- 
surance companies, mortgage loan 
companies, Federal Land Banks, 
Joint Stock Land Banks, agriculture, 
railroads, etc. 

March 9, 1933, just five days after 
President Roosevelt was inaugurate.l, 
our law was amended, and has been 
amended many times since then, 
expanding the scope of RFC opera- 
tions to meet varying conditions. 
The March 9, 1933, amendment was 
the most important of all. It made 
it possible for us to save the banks 
by buying preferred stock. 


Of the Billions Loaned 
71 Per Cent Has Been Repaid 


Aside from advances to other gov- 
ernmental agencies by directions of 
Congress, we have authorized $9,- 
404,000,000 in loans and investments, 
including bank capital. Of these 
authorizations $1,760,000,000 were 
later cancelled, the applicants find- 
ing they did not need the money, 
or that they could get it elsewhere. 
$6,900,000,000 has actually been dis- 
bursed, and $4,934,000,000, or mor 
than 71 per cent, repaid. This vast 
sum of money went directly or in- 
directly to every class of our citi- 
zenship and represents hundreds of 
thousands of individual loans. 

Industry was aided by direct loans 
and through aid to banks that en- 
abled them to extend credit and 
grant extensions to their borrowers. 


Agriculture was aided through | 
loans on commodities—cotton, corn, | 
wool, mohair, tobacco, peanuts, | 


prunes, dates, figs, raisins, and na- 
val stores. 

More than three million separate 
loans have been made tc the pro- 
ducers of farm commodities. These 
loans have been largely through the 
Commodity Credit Corporation, and 
average less than $500 to each bor- | 


rower. Several hundred million do!- 
lars was loaned through Federal 
Land Banks, Joint Stock Land Banks 
and Regional Agricultural Credit 
Corporations. 

Probably 20 million depositors in 
closed banks were aided through 
RFC loans. Almost every line of 
business has been helped by the 
RFC. 

Our collections in 1936 and 1937 
exceeded our disbursements by al- 
most a billion dollars, so the latter 
part of 1937 it looked as though we 
could withdraw from the lending 
field. Accordingly, on the 18th of 
last October, President Roosevelt di- 
rected that we accept no more loan 
applications. 


New Need That Has Arisen 
For RFC Loan Policies 


But due to the continued recession 
in business, the President. authorized 
us to start lending again Feb. 18 of 
this year. Since that time we have 
approved $12,191,716 in industrial 
loans, and have applications, definite 
and tentative, for approximately 
$70,000,000 more of this character of 
loans. 

With the approval of the President, 
Congress has just amended our Act 
again, empowering us to lend to 
public bodies, states, municipalities 
and political subdivisions, for the 
construction of useful public works 
projects. This is a restoration of au- 
thority which we had prior to the 
establishment of PWA, and under 
which we have loaned $300,000,000 in 
addition to buying $600,000,000 of 
such loans from PWA, 

Congress also broadened our pow- 
ers so tha: we may lend on longer 
maturities. This authority will be 


particularly helpful in industrial 
loans for plant construction and new 
equipment—in other words, in ex- 


tending long-time credit to industry. 


Prime Purpose to Insure 
Increase in Employment 


The objective of the law is to aid 
business through increasing em- 
ployment, and our loans will be made 
with that in view. The law requires 
that loans must be secured, but may 
be upon such terms and conditions 
and for such length of time as, in 
the opinion of our board of directors, 
are appropriate to the particular ap- 
Plication. 

While our purpose will be to make 
business and industrial loans that 
will maintain or create work, we will 
not feel authorized to make such 
loans unless in our opinion the bor- 
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Over a smooth, seasoned roadbed that 
is the natural high-speed route, the 
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ing silence and riding ease with its 
great speed, this streamliner has given 
nearlya million people a new travel thrill. 
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THE ONLY BOUBLE-TRACKED ROUTE FROM CHICAGO TO THE TWIN CITIES 


back. 

Too much debt and inflation of 
values were the principal causes of 
the 1929 collapse, and prudent bor- 
rowing is just as essential as prudent 
lending. It does no good to lend a 
man or a business money, which he 
will lose. It merely postpones the 
inevitable re-adjustment of his af- 
fairs. 

This does not mean that we are 
not making every effort to lend to 
deserving borrowers, particularly 
where employment will be main- 
tained or increased. We try to find 
a way to authorize every such loan 
for which we have an application. 

Apparently many people believe 
the recent amendment to our Act 
permits us to lend on a different 
basis security than heretofore, 
and that a billion and a half dol- 
lars has been egpecially a)located by 
the Congress for this purpose. The 
facts are that Congress. did not 
change the security provisions in our 
Act, nor did it increase our avaii- 
able credit for lending. 


of 


Ours is a revolving fund and fluc- 
tuates daily with our receipts and 
disbursements. At present our unused 
borrowing authority is $1,416,000,000 
for all purposes, and this is a great 
deal of money. We have more than 
a billion and a half dollars of sound 
assets, and collections from these 
may also be loaned. 

In addition to lending for other 
purposes, we will lend for carrying 
inventories, thus enabling manu- 
facturers to anticipate’ trade re- 


} quirements with the assurance that 


| the same assistance and 


they will not be forced to sacrifice 
their products to pay for the cost 
of production. 

We will bring to the manufacturer 
same as- 
surance in this respect that we give 
to the producers of farm commodi- 
ties through commodity loans. Loans 
on inventories, like loans on com- 
modities, will necessarily require the 
inventories to be warehoused, or so 
segregated as to permit an enforce- 
able lien, unless of course the bor- 
rower is able to give other accept- 
able security. 

We will lend for the construction 


| of needed business buildings, where 


the project seems sound and credit 
is not otherwise available. 

The Securities and Exchange Com- 
mission Saturday, April 16th, issued 
new regulations intended to simplify 
the registration and distribution of 
securities, particularly small issues 
of established enterprises. The Com- 
mission stated that these regula- 
tions will tend to reduce the regis- 
tration expenses and save time for 
the registrant. 

To aid in the legitimate distribu- 
tion of such securities where they 
appear to be sound and will increase 
employment, we will consider lend- 
ing to private bankers and under- 
writing bankers when the loans can 
be properly secured. We will not buy 
the stock of any private business. 
Usually when there is a demand for 
nvestment capital that promises a 
fair return, it is forthcoming, and no 
doubt this will be true again as busi- 


| ness improves. 








Cooperation, Not Competition, 
With the Banks Is Desired 


There is a widespread impres- 
sion that many who are entitled 
to credit can not get credit 


from banks and other private lend- 
ing institutions. No one knows the 
extent to which this situation ac- 
tually exists, but whatever legiti- 
mate demand there may be for credit 
the RFC is prepared to furnish, pre- 
ferably in cooperation with banks 
and bankers. 

In this effort we would like for 
every bank in the United States 
either for the account of the RFC, or 
for the joint account of the bank and 
the RFC, to make its lending fa- 
cilities available to those of its cus- 
tomer-depositors who feei they are 
being deprived of credit. 

We want to make it perfectly 
clear that we are not comneting with 
the banks, but want to cooperate 
with them in providing credit where 
there is a demand for it which for 
any reason the banks cannot meet. 

We would like for banks to go into 
the problems of such depositors 
with a view to ascertaining whether 
they are entitled to credit, even 
though the loan be one which the 
bank would not feel justified in 
making. 

Where the bank finds tnat the loan 
can be so secured as reasonably to 
assure its repayment, but is of a 
character the bank feels it should not 
make, we woulé like for the bank to 
take the borrower’s application and 
forward it to the RFC agency of its 
district, with such comments or rec- 
ommendations as the bank may feel 
justified in making. Our application 
blanks will be mailed to the banks as 
soon as they are ready. 

We greatly prefer that the bank 
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participation in loan 
Sharing proportionately with the 
RFC in the security and in repay- 
ments. 


How Banks May Widen Service 
To Their Customers 


We will, where the bank wishes 
us to do so, allow it to carry the 
entire loan with a definite commit- 
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ment from the RFC to take over 
without recourse on the bank, that 
part of the loan which the RFC 


underwrites. The underwritten por- 
tion of the loan will be taken up at 


Ss 


Chairman, Reconstruction Finance Corporation 


+ rower will be able to pay the money @ take a 


uch time or date as may be agreed 
upon when the loan is made. For 
this commitment the RFC will ac- 


cept a part of the interest, without 
additional charge borrower. 
This will afford the bank a profitable 
investment for its funds 
convertible into cash at any time. 


o tne 


loanable 


I am convinced from our experi- 
ence that if the banks would go into 
the problems of more of their po- 
tential borrowers, they would be able 
to work out many good loans, loans 
that would be profitable tc them and 
to the borrower—loans that would 
create employment and stimulate 
business. 

The loans might run for a longer 
time than bankers ordinarily wish 
to make, but our banking laws per- 
mit long-time loans, and they are 
eligible for borrowing at the Federa! 
should bank need to 


Reserve the 
borrow 

We at the RFC very often find that 
by requiring a borrower to secure 
standby agreements and subordina- 
tion of liens from existing creditors, 
or the conversion of either or both 
of these into the capital stock of 
the borrower, we are able to make 
well secured loans that result in set- 
ting a business on its feet again. 

It frequently takes careful and 
painstaking study of an applicant's 
Situation to help him re-arrange his 
affairs, but his banker should be 
as interested in doing this as his 
government. 








a 
> 
I am aware that banks not of five or ten years is no reason 
like to make slow loans, or loans why the bank should not make a real 
which the bank examiners soon class effort to assist him. 
as slow, but the fact *hat a bor- Long-time loans should always 
rower needs money which he can- be amortized in accordance with the 


not pay back except over a period 


[Continued on Page 13.] 
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DR. WALTER DAMROSCH, conductor, NBC’s 
"Music Apprectation Hour,’’ America’s 
most widely-listened-to musical educational program 
for school children. Very popular among adults, also. 


UTHORITIES have declared radio 
A to be the greatest single factor in 
the promotion of music. RCA again 
assumes Jeadership in this enterprisé 
through NBC’s whole-hearted parti- 
cipation in this Fifteenth Annual Cele- 
bration of National Music Week, 
which will be officially inaugurated 
by the Magic Key program on Sunday, 


Such worthwhile musical services are 
not new with RCA... For, through 


Dr. Walter Damrosch, on NBC’s 
RCA presents the‘ Magic Key’? every Sunday, 2 to 3 P.M., E.D.T., on the NBC Blue Network 


RCA further promotes music culture and the music industry by 
cooperating with NATIONAL Music WEEK—May I| to 7 


‘Music Appreciation Hour,’’ RCA 
has for many years contributed to the 
musical enjoyment of countless people 
throughout the country. Into their 
homes, from the Metropolitan Opera 
stage, through the NBC Symphony 
Concerts directed by Arturo Toscanini 
and other famous conductors, RCA has 


brought the world’s most magnificent 
music. Every Sunday, RCA’s popular 
Magic Key program bringsthem superb 
musical entertainment from all parts of 


the world. 
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Credit—is the Need 


Cartoonist Ray in the K 


More Confidence—Not More 





What the Editors 
Are Saying About: 


1. The Federal Tax Compromise 


——_ 


2. Exports and Subsidies 


3. Postal Civil Service 


OMPROMISE action by Congress conferees on 
che revised Federal tax bill, by which a modi- 
fied “undistributed profits” tax was accepted, 
came in face of on to tax ex- 
pressed by a large majority o! 
papers. 

These editors voiced the belief that this tax, as 
well as the present form of the “capital gains” 
tax, are obstacles to economic recovery and rep- 
resent an attitude of antagonism to business. 

A few editors favored the principle behind such 
taxes. There were others who, without approv- 
ing the levies, felt that if the revised tax measure 
failed because of the deadlock the present higher 
levies would continue as a grave restiaint on busi- 
ness. They argued that in tax reduction, half a 
loaf was better than none at all. 

Previous to the conference action, press debate 
centered around the action of the President in 
appealing for the retention of the profits tax. 
Many felt that he had gone beyond his proper 
field in seeking to influence Congressional action 
and that his demands were unwise. 





such a 


opposi 





Trade With Latin America 


UBSIDIES for trade with Latin-American 
countries, advocated by Mayor LaGuardia 
and the Port Committee of the City of New York 
are approved by 35 per cent of commenting 
newspapers, disapproved by 65 per cent. 
Editors who disapprove the plan insist that 
subsidized business is unsound; that nations 
which have undertaken such policies have found 
the effort not profitable; that experience has 
shown that export trade can be increased on 2 














Providence Evening Bulletin 


“We Must Sail—Sail!” 


Cartoonist Loring in the 





much more secure basis without subsidies. And 
the question is raised whether such action would 
not be a preference to certain countries to the 
disadvantage of others, a discrimination which 
in the long run would lose this country more than 
it would gain. 

Editors in the minority argue that such sub- 
sidies would promote the sale of goods in Latin- 
America at prices which would stimulate greatly 
many lines of export in which this country now 
competes with European nations and the Orient. 





Choosing of Postmasters 


N advance for civil service reform is seen by 

40 per cent of commenting newspapers in the 
approval by both Houses of Congress of a bill 
putting first, second and third class postmasters 
in the classified list. (The bill is now in con- 
ference.) 

Sixty per cent of the commenting newspapers 
question the completeness of such reform because 
of the requirement that appointments be sub- 
ject to Senate approval. 

Editors in the minority group see in the pro- 
posal a great improvement over the system 
whereby such appointees were chosen by Sena- 
tors or Representatives, appointed by the Presi- 
dent and then confirmed by the Senate. 

Editors defending the old system contend that 
Senate and House members are best qualified to 
choose postmasters to maintain the efficiency of 
the service. 
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HOW EDITORS VIEW THE "PUMP-PRIMING" POLICY 


Wetsgrala 
“| ltr chat to the spending program of the 
Administration is voiced by 95 per cent of 
commenting newspapers, the editors of which 
declare that if the Administration were to adopt 
a conciliatory attitude toward business leader- 
ship there would follow a recovery that would 
expand employment. 

It is further argued that nation-wide polls 
agree with the general editorial thought that 
“pump-priming” is ineffective as a recovery im- 
petus and a burden upon future taxpayers. 

Five per cent of commenting newspapers, 
however, contend that the history of depressions 
in the last three decades fails to give proof that 
they are governed by the attitude of the Execu- 
tive toward business or industry. 


“No President since 
BUSINESS ADVISED Jackson, and before him 
Jefferson”, declares the 
AS BETTER POLICY Montgomery (Ala.) Ad- 
vertiser (Dem.), “has been more distrustful of 
the prosperous than Mr. Roosevelt. The wall be- 
tween the President and the first line of pay- 
masters is the spiritual equivalent of The Great 
Divide. Whata pity! When a third of our peo- 
ple are poorly housed, under-fed and under- 
clothed, why is it not possible for Money and 
Government to strike a bargain? ... 

“The feud between the President and the Pay- 
masters did not yield any dividends. Neither 
won a victory, neither got anywhere.” 

Quoting a poll of the American Institute of 
Public Opinion that 79 per cent of the returns 
support the “policy of helping business by re- 
ducing taxes and only 21 per cent indorse the 
Roosevelt plan of pump-priming,” the Boston 
Transcript (Rep.), concludes: 

“If these ‘voters’ constitute a fair cross-sec- 
tion of the nation, nearly 100,000,000 Americans 
are opposed to pump-priming. The President 
who dares to contend that all these people are 
wrong has a confidence in his own judgment 
that has been given to few men in history.” 

“In a very real sense, the President's talk was 
a despairing utterance,” says the New York Her- 
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Cartoonist Darling in the New York Herald-Tribune 





ald Tribune (Rep.), “but the desperation applied 
far more to Mr. Roosevelt than to the American 
people.” 

“Is it not clear,” asks the New York Times 
(Dem.), “that the flow of private capital is re- 
tarded by governmental policies which have 
shaken business confidence and placed artificial 
obstacles in the path of private enterprise? 
Would it not be an excellent thing to change 
these policies rather than fall back upon another 
vast experiment in ‘pump-priming’ which may 
end merely in the Government's losing control 


over its own budget?” 


“Business and industry 


“GIVE THE COUNTRY 


A CHANCE TO GARN MUM create jote, de 
, clares the Knoxville 
SOMETHING TO TAX Journal (Ind.). “Mr. 


Roosevelt could have said and still can say, in a 
short paragraph, words that will be worth a 
thoysand times more than this six and a half 
billion he talked about. Words about like this: 


| 
| 
| 


| 


“IT pledge my high position and the efforts of 
my men in both houses of Congress to the elim- 
ination of fear and uncertainty in our country. 
Before we go into another spending program, 
we're going to untie private enterprise, we're 
going to quit making war on business, and while 
of necessity taxes are going to be high, we're 
going to give the country a chance to earn 
something to tax.’ ” 

“The trouble is,” advises the San Antonio Ex- 
press (Ind.), “that private capitalists reasonably 
will not throw money away on any business 
from which they can expect no return. The New 
Deal's punitive taxation policy—along with leg- 
islation that has encouraged labor-strife—has 
eliminated profit from most enterprise.” 





“The general public is 


BUSINESS NO DESPOT ~ 
TO BE FEARED, SAYS evidently at last realiz- 

ing the truth that under 
A SOUTHERN CRITIC the American social sys- 
tem the welfare of everyone is bound up with 
the welfare of business” concludes the Atlanta 
Constitution (Dem.). “Business in this country 
is not a bogeyman, a despot to be feared... . 

“Business enterprise is the motive force for 
the advance of America. It was upon the in- 
itiative of business men, in the broadest sense, 
that this country carved its present greatness 
out of the wilderness.” 

“Business should be freed from the fear that 
Government will always be imposing new reg- 
ulations and interfering with management,” 
says the Rochester Times-Union (Ind.). 

“Such a program is consistent with sound fis- 
cal policy. It involves no big pump-priming 
outlay. It would bring the President and the 
Administration far more credit than this funda- 
mentally unsound and dangerous spending plan. 

“If the Administration rejects this sound and 
sensible course, then Congress must have the 
courage and independence to block further 
squandering.” 

Belief that the President “is seeking the co- 
operation of all classes in the fight against re- 
cession,” is expressed by the Winston-Salem 
(N. C.) Journal (Dem.), with the hope that “he 
will succeed in his effort to restore a spirit of 
unity.” 
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LETTERS OF COMMENT BY READERS OF THE UNITED 
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Editor’s Note: Letters of com- + 
ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 


have only their initials attached if so low. 


but since repeal my help gets drunk and 4 
gets in jail.... 

The morale of the people never was 
The Government is nosing into 


son's 
individualism 
tivism. ... 


birthday. 
and 


He was a believer in ¢ 
was against 
He did not believe in regi- 
mentation, in producing scarcity, in gov- 


who are fighting and planning to restore 
America. E. H. INGRAHAM. 
Augusta, Me. 


collec- 


xk & 


published, should be so marked, 
Even if initials only are to be print- 
ed, letters must be signed and ad- 
dress given. 


Thoughts on Pumping 

Sir:—On the farm we had a wooden 
pump that would get “dry” and kick like 
a mule when we tried to prime it. Now 
there are several reasons why it will do 
no good to prime the pump: 

lIst—The sucker (the taxpayer) is 
worn out. 

2nd.—The check valve may be worn 
out and the water (the taxpayers’ money) 
may be lost in the bottom of the well. 

3rd—The well may be dry. That 
is, the vein (the stream of taxpayers’ 
money) may be exhausted. 

In either of these cases it is better to 
repair the pump than to continually keep 
priming it. ANDREW N. HILDEBRAND. 
South Bend, Ind. 

x * * 


The Mounting National Debt 

Sir:—Your summary in the March 7 
issue of the five-year period of 
Roosevelt Administration is very 
indeed. ... 

The costs of the Roosevelt Adminis- 
tration have been astounding and we are 
no better off than at the beginning. 

Like Esau of old, williug to sell his 
birthright for a mess of pottage, mil- 
lions have been given easy money for 
doing almost nothing and other hun- 
dreds of thousands fill unnecessary po- 
sitions, created for the most part for the 
political influence they will wield. ... 

This 18 to 20 billions of dollars that 
Mr. Roosevelt has added to our national 
debt will have to be paid sometime. I 
want to ask if it is common honesty for 
this generation to fritter away money, 
and heap debts upon the backs of gen- 
erations yet unborn? W. E. HOUSTON. 
Gallipolis, Ohio. 

x * * 


good 


Anti-Roosevelt Democrats 
Sir:—I have been a voter for over 60 
years but have never seen the voters so 
resentful. Some old-time Democrats say 
they never will vote the ticket again. ... 
From the time FDR was nominated 
the integrity of the people began to slip. 
We must have whiskey stores and make 
it respectable to drink. During prohi- 
bition drunkenness never bothered me, 


the ~ 





everybody's business till business has no 

confidence. The producer has become 

dependent, his self-reliance gone 

Searcy, Ark. C. S. WASSON. 
x* * * 


Roosevelt Republicans 

Sir:—The G. O. P. rank and file are 
for Roosevelt, the greatest humanitarian 
of all times, and you can’t change their 
minds. When he speaks it is the voice 
of the people. DR. C. McG. CHAPMAN 
Des Moines, Ia. 

x * * 


What Ails the Golden Goose 

Sir:—The real reason that investors 
are not buying stocks and bonds is their 
experience of the last 20 years. The 
failures of those 16,000 banks, with 
three million deposits still in arrears, the 
foreign bonds recommended by bankers 
and brokers, the Insulls, the Van Swer- 
ingens, the holding company balloons, 
the Whitneys, the incorporated yachts, 
the too frequent combinations of the 
utilities and city gangster politicians— 
all these and many more linger in the 
memory of potential investors. The 
goose is dead-tired. H. A. SESSIONS. 
San Jose, Calif. 

x * * 


A Depression Diagnosis 

Sir:—Our people, as a unit, are hon- 
est and have good, common sense. Then 
what holds the nation away from the 
desired goal? 

(1) Selfishness in a few members, of 
each big group, who assume leadership 
and are blind to the welfare of the 
groups as a whole. 

(2) Mr. Roosevelt’s antagonistic “I’m 
your master” attitude toward individuals 
and groups who refuse to “go along” 
with him. 

(3) His acquiescence in sit-down 
strikes and the coddling of alien agita- 
tors and self-seeking bigots by his Sec- 
retary of Labor. 

(4) The inequitable Wagner Labor Act 
which, in effect, gives to one group an 
arsenal of machine guns and strips an- 
other group of equally good citizens, of 
every legal means of protection. 

West Lafayette, Ind. M. O. CORNETT. 
x** * 


What Jefferson Taught 
Sir:—April 13th , Was Thomas Jeffer- 





ernment borrowing, in going into debt, 
in heavy and numerous taxes, in extra- 
vagance, in dividing up the wealth of 
the nation, ii. centralization of power in 
the Federal Government, in fiat money, 
in taking taxpayers’ money to control 
elections. In-truth and in fact, Thomas 
Jefferson taucht exactly the opposite of 
that which the New Deal teaches and 
seeks to enforce today. ... 

Within the last 15 months we have 
witnessed the great effort of the present 
Executive to destroy the Suprerne Court 
and the Congress. The Democratic 
Party and the Republican 1s well de- 
feated the effort. We must be vigilant 
or he will attempt it again. 

Columbus, Ohio. JOHN F. CARLISLE. 
x* * * 


China’s Ancient New Deal 

Sir:—Over 2,000 years ago a man by 
the name of Mang Wang in China be- 
came Emperor and set out to introduce 
a program similar to Mr. Roosevelt's so- 
called New Deal. 

Among the experiments tried was gov- 
ernment control of industry (NRA); gov- 
ernment control of natural resources 
(TVA); government control of crops 
(AAA); government loans on easy terms 
(RFC); government work relief (WPA). 
All these and more were tried 2,000 years 
ago and failed. ...If Mr. Roosevelt will 
admit his failures and change his poli- 
cies before it is too late he will be one 
of the great Presidents of our nation. If 
he doesn’t he will go down in history as 
the worst failure as a leader and a Presi- 
dent we have ever had. DANIEL F. JOY. 
Providence, R. I. 

x~** 


An Example From Germany? 

Sir:—Look at Germany five years ago. 
They were flat; no gold, few natural re- 
sources, no colonies, very little foreign 
trade. Nothing but bleak despair. Now 
they are destined to rule Europe. How 
did they do it? Simply because Hitler 
was able to unite the German people. 
Concentrated effort and a united front 
—nothing else. 

Here in America we have everything 
that Germany didn’t have and much 
more. Manpower lying idle, money lying 
idle, the greatest demand for everything 
and no disposition to supply them; just 
intolerance, selfishness, greed and igno- 
rance: Criticizing and condemning those 





Planned Immigration 

Sir:—From the response to Secretary 
Hull's appeal to the world for an asylum 
for religious and political refugees one 
can readily see that it is a problem that 
can be remedied. ... 

I think any talk of opening immigra- 
tion gates of the United States would 
do more harm than good to this cause. 
But this situation could be eased con- 
siderably without any changes in the 
present quotas, by limiting immigration 


refugees only. H. N. 
Wilmington, Del. 
x * * 
“Let the President Explain” 
Sir:—Your editorial, “Let the Presi- 


dent Explain” (April 11) is excellent, but 
at the same time startling because of the 
uncovering of tie President's actions. 
Yes, it is more than time that the people 
express their disapproval of.such machi- 
nations. 

Flemington, N. J. ANDREW CORDIAN. 

x * *® 


Favors Reorganization 
Sir:—Have we reached the age of 
“government by telegram?” If so, we 
may as well do away with our “trusted” 
Representatives and put in a staff of 
clerks and tabulating machines. The 
vote on the Reorganization Bill, in my 
opinion, was a victory of propaganda 
over judgment. ... I believe that a ma- 
jority of the people still have, not only 
confidence in, but love and lovalty for 
the only President who has made an 
honest effort to better the lot of the 
average citizen. FRANK J. WEBBER. 
Wood Lake, Nebr. 
x* * * 


Correcting a Misimpression 

Sir:—Do you know, quite a number of 
persons think David Lawrence of The 
United States News and David Law- 
rence, political boss in Pennsylvania, 
are one and the same? I've corrected 
that misimpression three times within a 
week MRS. C. H. BROWNFIELD. 
Pawtucket, R. I. 


[Editor's Note The Pennsylvania po- 
litical leader’s name is David L. Law- 
rence, whereas our Editor’s name has no 
middle initial. They are not related to 
each other.) 
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Cartoonist 


Talburt for the Scripps-Howard Newspapers 
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Editorial Comment, 
Pro and Con, on: 
1. The New Wage-Hour Bill 


2. Income Tax Exemptions 


3. Dr. Townsend's Pardon 





| = revised wages and hours measure, re. 
ported by the House Labor Committee, re. 
ceives practically no support in the press. Nearly 
all commenting newspapers regard it as an ob- 
stacle to business recovery. The Administration 
is advised by many editors that such legislation, 
possibly upsetting the wage structure the coun- 
try over, would handicap industry in its struggle 
to emerge from the depression. Editors further 
argue that regulation of wages and hours 
throughout industry would be a task beyond the 
ability of the proposed board equitably to en- 
force. 

Many editors declare the real question ig 
whether low wages in some industries are not 
better thar? no wages at all. One argument is 
that unless the wage-hour scales are adjusted 
to the regional needs some industries will be 
forced out of business because of competition 
from others in more favorable sections. 





Broadening the Income Tax 


yippee by the Federal Government of sak 
aries of persons employed by State and low 
cal governments, a proposition advocated by the 
Administration, is regarded as feasible and de- 
Sirable by 66 per cent of commenting news- 
papers. To 34 per cent such taxation would not 
be upheld by the courts unless a constitutional 
amendment is adopted authorizing such taxes. 

Editors in the majority argue that exemption 
from such income taxes in favor of one group of 














t Eldermar . the Washington Post 
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citizens is fot equitable and many assert the 
income tax law, as it stands now, is sufficiently 
broad to cover such cases. 

Editors who voice uncertainty as to the legal- 
ity of the proposal point out that such action 
would reverse a policy accepted for a hundred 
years. Many declare such federal tax legisla- 
tion ‘would impair the historic doctrine of the 
sovereignty of the States and lead to centrali- 
zation in many fields. 





Congress and Dr. Townsend 


secon approval is voiced in the press at the 
Presidential pardon granted Dr. Francis E, 
Townsend, advocate of an old-age pension plan, 
to save him from a jail sentence of 30 days for 
walking out on an investigating committee of 
Congress. 

The editors point out that the action of the 
courts upheld the authority of Congress com. 
mittees and that nothing would be achieved by 
sending Dr. Townsend to jail, placing him in a 
role of martyrdom. Most commenting news. 
papers do not approve the program advanced 
by Dr. Townsend and they point out that im. 
prisonment might merely win him supporters 
for the ideas he advocates, a project styled by 
many as “Utopian and fallacious.” 
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LTHOUGH cement in its present + 


form is a comparative newcomer 
among construction materials, a 
crude cementing materia] was used 
in building the Pyramids of Egypt. 

Other nations of ancient times 
further developed the use of cement- 
ing materials. The Romans used 
lime mortars and’ gypsum plasters 
and learned to mix volcanic ashes 
with burned lime, making what to- 
day is known as “puzzolan cement” 
from Puzzoli where the ash was ob- 
tained. 

Then for centuries there was lit- 
tle advance in the knowledge of 
buliding cements. About the lat- 
ter half of the 18th century the first 
developments began which have re- 
sulted in the modern cement indus- 
try. 

A long step forward was taken in 
1824 when Joseph Aspdin, a brick- 
layer of Leeds, England, made the 
first portland cement, the type most 
widely used now. 

Aspdin, seeking a better bond for 
his masonry. combined certain quan- 
ties of lime and clay, burned them 
in a kiln, pulverized the resulting 
mass and used it as a bonding ma- 
terial. The new cementing mate- 
rial he called “Portland” because its 
color resembled that of a natural 
building stone from the Isle of 
Portland. 


DEVELOPMENT OF CONCRETE 

But it was not until 1872 that 
portland cement was made in this 
country and it was not until 1897 
that the volume of American-made 
cement exceeded importations. 

The principal use for portland ce- 
ment, aside from its first use as a 
bond for masonry, is in the making 
of concrete. This substance is sim- 
ply sand and crushed rock or peb- 
bles which have been mixed with 
cement and water and allowed to 
set. 

Concrete, because of the ease with 
which it can be moulded and its 
permanency, has a wide variety of 
uses. Concrete may be used for such 
small objects as garden vases; it 
was used to build the huge locks of 
the Panama Canal. 

Because of the existence of ce- 
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ment it has been possible to build threat of ruinous foreign competi- ard specifications of the industry. 
huge dams, bridges and other tion, was in the face of major ob- From 1923 to 1927 the price of ce- 
structures and help to transform the stacles. ment a barrel [the equivalent of four 
United States from a country of In the early part of this century sacks], dropped from $1.90 to $1.62. 
dusty roads to a land with more than the product turned out by the ce- In 1937 the price was $1.49 or a drop 
100,000 miles of hard highways. ment manufacturers was so uncer- in price of more than one-fifth since 
Thus, cement has played an inte- tain that buildings and roads mad 1923. These figures are reported by 
gral role in modern America. out of concrete were viewed with the Bureau of Mines for the entire 
susp industry. 
RIGID STANDARDS MAINTAINED aaa ; , 
Meanwhile, the cement industry ray, & he onary 1900's, the THE MANY SPECIAL CEMENTS 
in the United States has grown un- ys as During this period the industry 


til its mills produce more cement 


than those of any other 
Altogether the industry has a capi 
tal investment of more than half a 
billion dollars divided among 163 
mills located in 35 Staies. Com- 
bined capacity of these mills is ap- 
proximately 263 million barrels an- 
nually. 

This development. even after the 
industry had obtained tariff protec 
tion which helped it to beat off the 


country 


through the work of the Portland 
Cement Association, laid down defi- 
nite standards for the product. To- 
day, cement must be ground so fine 
that it will pass a screen containin 


40,000 openings to the square inch 
Although some 8? operations ar¢ 


necessary in the production of port- 
land cement, every step is checked 
by chemists and physicists in plant 
Before shipment tis 


is anaiysed to in 


laboratories 
finished product 
sure that it conforms to the st 


has made important advances in its 
factory equipment and manufactur- 
ing methods. Improved grinding 
better proportioning of raw mate- 
rials, storage of mixed clinker, more 
attention to wha. happens inside the 
kiln during firing, clinker cooling, 


preheating of combustion air, and 
dust collection have all received 
careful attention. 

Another result of the improve- 


ments is increased flexibility of op- 
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eration and the production of spe- 
cial cements. 

An illustration of the work of im- 
proving the product is the develop- 
ment of special “low heat” cements 
for use in huge construction proj- 
ects. On large dams one of the prob- 
lems in the past has been the pre- 
vention of cracking in parts of the 
structure because of the generation 
of heat during the period when the 
concrete “sets.” 

The “low heat” type of cement was 
developed by decreasing the cement 
compounds responsible for -most of 
the generation of heat. This type 
of cement was used in the Morris 
Dam in California and the Boulder 
Dam. It generates 27 per cent less 
heat than the standard type. 

Because of the slow gain in 
strength ot low-heat cement a com- 
promise product known as the modi- 
fied or moderate heat type also has 
been developed. This type develops 
strength at about the same rate as 
Standard portland cement, attains 
higher ultimate strength in mass 
concrete work, and generates 10 per 
cent less heat than standard ce- 
ment. It was used in the Norris 
Dam in Tennessee and is being used 


on the Grand Coulee Dam in 
Washington 
Another new type of concrete 


which has been developed is an es- 
pecially hard, quick-setting concrete 
which will take a polish like granite 
It is made by putting the concrete 
mixture into forms and adding a 
minimum ef water which is distrib- 
uted throughout the mass by a proc- 
ess of high-frequency vibration. 

Research for development of bet- 
ter cements and better types of 
concrete continues under the direc- 
tion of the Portland Cement Asso- 
ciation with these announced ob- 
jectives: 

“To search out facts which would 
insure the best possible service from 
concrete; to disseminate helpful in- 
formation concerning the uses of 
concrete; and to urge the applica- 
tion of improved practices affecting 
its design and use.” 









































for more smoking pleasure everywhere 
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Copyright 1938, Liccett 
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CHESTERFIELD and 
PAUL WHITEMAN bring you 


every nation... 
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New York 1939 World’s Fair. 
When it’s Swing time at this great 
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By dint of some extra-hard brake pushing, a man we heard 
about just missed flattening a jaywalker. Pretty irked at 
the pedestrian’s carelessness, the motorist yelled, “Some 
of you pedestrians walk along just as if you owned the 
streets.” The reply was neat and to the point:—‘Yeah? 
And some of you motorists drive around just as if you owned 
the car.” 





+ + + PRETTY SOON you'll be able to sit back and do a 
crossword puzzle while driving your car. Gadgets will at- 
tend to everything. Scientific forecasters say there are going 
to be electric cables under the highways, current from which 
will steer a car around curves. They predict photo-electric 
cells which will slow you down when you get too close to 
the car ahead, and two-way short wave radios to give ad- 
vance warning of a car coming in the opposite direction. 
Now, if we could only count on an automatic parking space 
sniffer. Something that could smell out a car about to leave 
the curb somewhere and shout at us from a loudspeaker, 
“Hey! Guy pulling out of a spot Main and South in half a 
minute. Hop to it!” 





+ + + EYE-BATTING generally is considered about the fastest 
human movement, and the movie camera has to work faster than 
you can bat an eye to make a motion picture that will appear to 
live on the screen. Six hundred times as fast as this, though, is 
a special device in the refinery laboratories of the Standard Oil 
Company of New Jersey. It makes a movie that, when run slowly, 
shows research engineers exactly what happens when different 
motor fuels burn. With this amazing machine and scores of other 
miraculous devices, the Esso Laboratories are aided in the de- 
velopment of new and better fuels and lubricants for the motorist. 





* * * TELEVISION TEMPERAMENT, apparently, is some- 


thing motorists will have to cope with when and if the engineers finally 
spring their radio movies on us. The television receiver, it seems, is 
allergic to an automobile engine in operation. If you drive by a house 
where people are look-listening, at a program the receiver goes all jit- 
tery and the picture just fades right away. The remedy, according to 
experts, is some kind of “suppressor” for your car. Just what this little 
miracle will be, we can’t imagine, unless it’s another gasoline tax of 
some kind. That probably would shock any self-respecting engine into 
a permanent coast—television or no television, 








+ + + RAILROAD MEN in Ottawa were pretty upset recently 
when they spotted an automobile dusting along their tracks into 
Union Station. They had a switchman flag it and set signals 
against its mad rush, but the car just rolled right on in. It 
might play havoc with train schedules, but maybe there’s money 
in this stunt for the hard-hit railroads. A slight fee for the use 
of their tracks might bring in considerable revenue from motor- 
ists who never have quite gotten over their childhood ambition 
to be a locomotive engineer. 





REST ASSURED 


A gentleman who keeps tabs for us on the doings of dictators 
reports on a noble experiment about to be undertaken in Ger- 
many. Says a new law there will forbid the driver of any kind 
of motor vehicle to remain at the wheel more than eight hours 
without rest. We're probably pretty dense, but we don’t see how 
they can enforce it. Of course, our tab keeper says, there are 
going to be special rest houses for motorists scattered all over the 
place, and the lure of these nap nests is to be so strong that you'll 
just naturally prefer dropping in for forty winks with a lot of 
other yawners to exceeding the eight-hour limit. 





* + * PEOPLE WHO SPEND a@ lot of time checking up 
on service station life occasionally dig up a thing or two. 
The American Petroleum Institute, for instance, says 50 
motorists marooned in a blizzard this winter in western New 
York just plunked right down in roadside stations to wait it 
out. Ate and slept in. with the oil cans, tires, and batteries 
until their cars were dug out. And out in the tornado coun- 
try, service stations are being fitted with cyclone cellar 
hotels! We haven't heard about it yet, but we bet there’s a 
station somewhere that gives a neat haircut or shave while 
you wait for a grease job. 





+ + + PRESENT BUSINESS CONDITIONS have provoked 
a good deal of thought on the subject of what big business 
can do to get things moving, create employment, encourage 
buying. The Standard Oil Company of New Jersey is trying 
to meet the problem in several ways. It is engaged, for in- 
stance, in a tremendous shipbuilding program—spending 
millions of dollars for tankers, providing millions of hours 
of work. It is building many new bulk plants for the dis- 
tribution of its products, creating more jobs, putting more 
money in circulation. We may be overlooking something, 


though, and we'd be glad to have any suggestions you might 
want to make. Just drop a line to Northrop Clarey, Standard 
Oil Company (N. J.), 30 Rockefeller Plaza, New York City. 
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- The Question of the Week: 


TITLE REGISTERED U. S. PATENT OFFICE 


Dr. Neil Carothers, 
Professor of Economics, 


Lehigh University, 
answers: 


By Telegraph) 


There are economic situations In 
which a certain amount of care- 
fully organized pbump-priming 4s 
beneficial I do not believe that 
pump-priming is desiracle at this 
time for the reasons it will not cor- 
rect the economic maladjustments 


responsible for the present depres- 
sion, that it will add to existing un- 
certainties, will increase the 
burden of taxation, and that it may 
in conjunction with other measures, 
lead to an unfortunate inflation 


+hat it 
LNA’ ib 


is pouring good 


by 


In other words, it 
noney after bad 
grave risks. 


accompanied 


Such materi 
vided will 






cur c ab 
funds pour out. In practice it will pe 
a long time before y marked 
physical effect will be created The 
immediate effect largely psycho- 
logical. Under present conditions of 
business confidence such effect is 
short-lived, as apparently evident 


this week. 

I do not approve of non-interest 
bearing loans to States and cities. 
Such loans as this are non-interest 
beari Somebody pays for loans 
60 long as this is one country. This 
scheme means merely that the pru- 
dent communities pay the interest 
for the improvident. We do not want 
to encourage that. 


o 


ne 
ne. 





Dr. Walter E. Spahr 


Chairman, Department of 
Economics, New York University, 


answers: 


HE Government's program for re- 

newed pump-priming is not eco- 
nomically sound for the principal 
reason that it does not strike at the 
root of our depression problems. 

The pump does not need priming; 
ovr economic troubles grow chiefly 
out of the fact that the pump han- 
dle has been tied down by a series 
of unfortunate governmental poli- 
cies and acts. 

The well and pump—tic continue 
the analogy—are full of water, as 
the size of our bank deposits and 
the amount of money in circulation 
demonstrate. To add to this supply 
is to shut one’s eyes to the ques- 
tion as to why the pump handle 
is not permitted to workk. 

This repeat-program of pump- 
priming reveals no important move 
to free the handle of business en- 
terprise, and the money to be spent 
will probably be largely wasted. 
The public debt will increase, the 
tax burden will become heavier, un- 
certainties will probably be magni- 
fied, and we shall very probably be 
in a worse condition in the end than 
we are now. 

Should Congress approve the Pres- 
ident’s plan, one can only guess as 
to how long the stimulus from the 
proposed pump-priming program 
might last. Indeed, there may be no 

timulus. 

On the one side, one might ex- 
pect something of an artificial stim- 
ulus to business activity, and per- 
haps fear or speculation may create 
a feverish but short-lived velocity in 
our currency. 


BUSINESS FEAR FORESEEN 
On the other side, on: might ex- 
pect some important off-setting or 
over-balancing factors. Since much 
of the spending is designed to pro- 
vide relief for the unemployed, the 
principal flow of the funds should 
be toward consumers’ goods. This 
will not add greatly to emr’-vment, 
the effect of the spending wil! ..ot be 
lasting, the heavy goods and related 
service industries which supply most 
employment will not be stimulated 
in any important or lasting manner 
A large part of the money spent 
from the heavy industries 
comes from capital flotation (which 
is very small today) ard a large 
part of the buying and selling in 
consumer goods is reflected back to 
the heavy goods industries slowly, 
or in an uncertain manner, and. 
sometimes, hardly at all. 
Consequently, discouragement, 
pessimism, and impairment of con- 
fidence may deepen. More private 
capital may be driven cut of us 
than the Government can add by its 
frightening program. The 


goods 


ry 


creased public debt. 


“GIFTS”—NOT “LOANS” 
Non-interest bearing loans hy 
Federal Government to States and 
cities should be roundly condemned. 
When the interest rate disappears 
on Government loans, the Govern- 
ment’s securities have beccme in fact 
a fiat money. The interest rate 
marks a fundamental difference be- 
tween borrowed funds and cash. 


the 


+ When interest 


disappears on Govern- 


ment loans, the people have lost 
control of the public purse. The 
Government would not be lending, 


it would be giving away the people’s 
money for, say, 50 years. 

A government followin sound 
procedure will tax or voorrow and 
when it borrows it will pay the raie 


0 
5 


a 


of interest that will attract savings 
to it. Such a natural rate reflects 
the investors’ attitude toward the 


Government's fiscal policies, and its 
rise provides a brake on the Gov- 
ernment’s borrowing activilles, 
Today the Government is not re- 
sponding to the attitude of savers. 
The present very low rates are not 
attracting savings sufficiently to 
meet the Government’s needs; the 
consequence is that currency is be- 
ing created against the Govern- 
ment's securities, and inflation of 
our deposit currency is the result. 


The absence of interest brings the 
Government’s securities down on a 
level with inconvertible paper money. 
The character of a loan disappears; 
the transaction is that of a gift of 
cash—of money not convertible for 
50 years, if ever. 


When a government borrows or 
lends without interest, it has entered 
that unhealthy realm from which it 
and the nation cannot return with- 
out great loss and suffering. 





DR. E. W. KEMMERER 








‘Dr. E. W. Kemmerer | 


| Director, Bureau of International 
Finance, Princeton University, 


answers: 


SMALL amount of Government 

pump-priming for a short time 
under favorable conditions may 
sometimes be desirable. Such con- 
ditions do not now prevail in the 
United States. 


For a long time the country has 
had an excessive quantity of money 
and of bank credit accompanied by 
extremely low interest rates. These 
rates have been kept down by 
glutted supply of money and deposit 
credit faced by a scared demand—a 
demand kept low by the fear of un- 
favorable governmental policies 
which has gripped our business and 
financial leaders upon whose initia- 
tive and confidence in the business 
future the country must chiefly de- 
pend for any enduring forward 
movement in business. 


a 


Unless the old law of demand and 
supply in its application to money 
and deposit currency has been re- 
pealed by the New Deal, the Gov- 
ernment’s announced pump-priming 


plan will sooner or later lead to 
serious inflation and then “peter 
out.” 


But the circulations of money and 
deposit currency are each an item cf 
two dimensions, namely, the num- 
ber of dollars in circulation and the 
average velocity at which these dol- 
lars circulate. So long as confidence 
in the currency is maintained, these 
velocities vary with business confi- 
dence, rising as business confidence 
rises and falling as it declines. 


Radical pump-priming measures 
greatly weaken business confidence 
and thereby reduce velocities which 
of late have been the lowest that 
lave prevailed since our records be- 
gan in 1919. For this reason the 
price boosting effects of this ex- 
treme pump-priming plan are likely 
to work themselves out very slowly, 
at least at the start. 


Sound governmental reforms in 
the fields of taxation, labor, rail- 
roads and public utilities would give 
the country a quicker, sounder and 
more enduring recovery. The Gov- 
ernment’s announced plan proposes 
to restore to health a weak and ane- 
mic body economic by means of 
large doses of a previously used ar- 
tificial stimulant against which the 
old body has already built up a 
Strong immunity, when all it really 
needs is plenty of rest, wholesome 
food and freedom for outdoor exer- 
cise 

I do not approve Federal non-in- 
terest bearing loans to States and 
Cities, 


+ 


ITH revival of a Government “iending-spending’ 


b] 


program in an effort to promote business re- 


covery, the actual value of that plan becomes the 


Question of the Week. 


To secure a wide appraisal of the theory The 


United States News asked leading economists and 


members of Congress concerned with fiscal prob- 


lems, these questions: 


Do you think that Government “pump- 
priming” is economically sound? 


Assuming approval by Congress of the 
President’s plan, how long do you 
think the stimulus from the present 
““pump-priming” program will last? 


Do you approve of non-interest bearing 
loans by the Federal Government to 


States ‘and cities? 


Answers to these questions are presented here. Ad- 
ditional replies will be published in the next issue. 


Jules |. Bogen 


Professor of Finance, New York 
University; Editor New York 


| Journal of Commerce, 


} 
| is desirable, in my opinion. 
| 





answers: 


(By Telegraph) 
NDER certain conditions, such as 

the banking crisis of 1932-33 

pump-priming on a moderate scale 

I think 
it is extremely unsound under exist- 

| ing conditions, when the country is 

| in the midst of a recession from a 
boomlet, itself caused in large part 
by the excessive pump-priming in 
1935-37. 

It is doubtful that pump-priming 
can be started on any effective scale 
until the fall. The duration of the 
stimulus depends upon how much 
spending is attempted and how long 
it continues. 

| Non-interest bearing loans add to 
| municipal debt. Howsver, many 
State and municipal projects are 
sounder than some types of Federal 
public works. 





| 


| 


Dr. Chas. S. Tippetts. 


Dean of School of Business 
Administration, University of 
Pittsburgh, 


answers: 


(By Telegraph) 

DO not believe further Govern- 

ment pump-priming now to be 
economically sound but it may be 
politically unavoidable if present de- 
mands for Government ‘o do some- 
thing about the depression continue. 

Stimulus will probably last as long 
as the Government keeps it up. 

I am doubtful about possible bene- 
fit from loans to States and cities. 





Prof. Irving Fisher 
Professor Political Economics, 
Yale University, 


-answers: 


(By Telegraph) 

BELIEVE what you call “Govern- 
ment pump-priming” to be es- 
sential at this time. Psychologically 
it has already had some effect but 
there is a good chance of reaction 
before its permanent effect of in- 

creased buying power is felt. 


These permanent effects of the 





—Underwood & Underwood 
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spending program cannot, however, 
now be foreseen with certainty as 
they depend on a combination of 
circumstances and also largely on 
other Government policies. 


While in general I am not in sym- 
pathy with governmenta! interven- 
tion in business, I believe that the 
money of the country is a Govern- 
ment function and that, like Eng- 





| 
| 


land, Sterlingaria, and Scandinavi2, 
America must adopt a _ thorough- 
going managed currency. 

In fact our depressions are largely 
due to neglecting the money supply 
and leaving it to the tender mercies 
of chance fluctuations in gold min- 
ing and individual bank policies. 

A proper control of money can 
largely control depressions. While 
I believe there are other and better 
ways of reflation than Government 
borrowing, I welcome such borrow- 
ing rather than having no reflation. 

I approve of Federal loans to 
States and cities but believe a nor- 
mal interest should be charged. 


a 





Dr. Ray V. Leffler 


Professor of Economics, 
Dartmouth College, 


answers: 


(By Telegraph) 

S THE only method of restoring 
business activity, I do not con- 
sider Government pump-priming 
economically sound. But in depres- 
sion, a realistic attitude requires 
financial relief for the millions who 
are unwillingly unempleyed. As a 
device for such relief, there is much 
to be said in favor of limited pump- 
priming instead of a straight dole. 

It should be emphasized, however, 
that there are fundamental factors 
which must be considered if there 
is to be more lasting improvement. 
These include greater equilibrium in 
the price structure of the country, 
adjustment to changed market con- 
ditions, firm and positive support of 
the railroads, tolerant understanding 
between capital and labor, and more 
sympathetic attitude of the Admin- 
istration toward industry. 

It is impossible to sav definitely 
how long the stimulus of the pump- 
priming program will last. It is rea- 
sonable to assume that this policy 
will be continued and even expanded 
until the Administration advisors de- 
cide that business has reached nor- 
mal or even higher. The danger is 
that there is no end to pump-prim- 
ing unless more fundamental prob- 
lems are recognized. 

I do not approve of non-interest 
bearing loans by the Federal Gov- 
ernment to States and cities. Fed- 
eral loans to local governments may 
be desirable in some cases but the 
borrowers should pay the low in- 


terest costs. 
I am inclined to prefer decentral- 
ized unemployment relief, even 


though this may require borrowing 
funds from the Federal Government, 





Dr.Margaret G.Myers, 


Professor of Economics, 
Vassar College, 


answers: 


(By Telegraph) 

OVERNMENT pump-priming is 

economically sound only at the 
bottom of the business recession. 
Before that point is reached it 
merely prevents needed price read- 
justment; after that point it is un- 
necessary and may even retard 
business recovery. 

We are now past the low point of 
the present recession and I do not 
believe the present pump-priming 
program will aid recovery. 

I do not approve of non-interest 
bearing Federal loans to States and 
cities but would like to see the Fed- 
eral Government encourage housing 
and similar programs by providing 
experts, plans, and free consultation 
Service for States and cities under- 
taking such activity. 


IS GOVERNMENT 
AND IF SO HOW LONG WILL STIMULUS LAST? 
*Dr. Paul H. Douglas, | : 








the direction of a 


Professor of Political Economy, 
University of Chicago, 


answers: 


(By Telegraph) 


N response to your inquiry may I 
Say that in view of present situa- 
tion I think Government pump- 
priming desirable. Each dollar 
thus expended should create two or 
three dollars of additional demand 
through re-expenditure by workers 
and others of sums originally ad- 
vanced in form of public works, etc. 


is 


Obviously, however, this cannot be 
a permanent policy. It is highly de- 
Sirable to reduce prices to people's 
pocketbooks rather than to pump 
people’s pocketbooks up to prices. 

I believe that we must deal with 
the problem of monopoly prices, and 
seek to reduce them by such meth- 
ods as (1) reducing the tariff on 
monopolized goods; (2) revising our 
patent laws; (3) breaking up price 
fixing activities of trade associations 
and combines; (4) Government com- 
petition on a genuine yardstick ba- 
sis in those lines where monopoly 
is particularly strong anc where it 
cannot be reduced by other methods: 
(5) possibly by a system whereby 
profits in excess of a given percent 
would be taxed but with these per- 
centages of taxation graduated ac- 
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cording to the proportion of the out- 
put of a given industry controlled 
by the firm in question. 

All this is obviously, however, a 
long range program and would not 
be of much aid in the immediate 
situation, 

I believe that large additional fed- 
eral sums for housing should be 
made contingent upon the reduction 
both of material prices and of the 
hourly rates for the skilled building 
trades craftsmen. It should be pro- 
vided, however, that an adequate 
annual wage be guaranteed the 
craftsmen in return for a redaction 
in the hourly wage rate. 

There are many problems in con- 
nection with this but they could be 
handled by staggering construction 
and moving craftsmen about from 
one set of buildings to another. A 
Similar procedure of lower costs and 
lower material prices could be car- 
ried through for private buildings 
as well. 





D. W. Ellsworth, 


Editor, The Annalist, 
New York City, 


answers: 


DO not think that Government 

pump-priming is sound. 

The stimulus from the present 
pump-priming program, in my opin- 
ion, will last about four months 
from the time it begins to “take.” 
If it “takes” at all, it probably will 
do so in two to three months. It 
may not “take” at all, because the 
stimulating effects of increased Gov- 
ernment expenditures may be off- 
set by alarm, on the part of busi- 
ness leaders and people who con- 
trol large investment funds, over 
the rising Federal debt. 

I do not approve of non-interest 
bearing loans by the Federal Gov- 
ernment to States and cities. 





Dr. J. Ray Cable 


Professor of Economics, Washington 
University, St. Louis, Mo. 


answers: 


(By Telegraph) 

HE pump-priming program in- 
volves a continuation of spend- 
ing on a scale which could be justi- 
fied, if at all, only in times of great 
and long continued prosperity. It 
involves increased credit expansion 
when perhaps the major cause of the 

trouble is an overdose of credit. 
The way toward recovery lies in 
realistic accept- 


“PUMP -PRIMING 
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SOUND 


ance of losses already accrued and B 
ot in loans to businesses already Dr. Don <a arrett 
wrecked. It involves lowcr produc- Professor of Economics, Emeritus, 
tion costs and insistence on solvency 
; Haverford Coll Pa. 
on the part of business; restricted ave dc ese, ° 
spending in every direction except answers: 


for emergency relief on the part of 
Government. 

Doubtless a pump-priming pro- 
gram will give a certain stimulus 
but this is likely to be in part coun- 


teracted by increasing distrust. The 
requirements for recovery will not 
be met by extravagant public ex- 


No one can say how long 
timulation will last 

predict that it 
followed by 


penditure. 
such temporary s 
but one can safely 
will be short and 


run 
serious reaction. 


I do not approve of noninterest 
bearing loans by the Federal Gov- 
ernment ‘to States and cities under 
present conditions. The proceeds 
would likely be spent in ways which 
would add no strength to our eco- 


nomic structure, 


wW. W. Cumberland 








Economist, Wellington and Co., | 


New York, Economist With 
NRA, 1933, 


answers: 


Do you think 
pump-priming 
sound? 

The policy of pump-priming is 
precisely the reverse of economi- 
cally sound. 


Government 
economically 


that 
is 


Assuming approval by Congress of 
the President's plan, how long do 
you think the stimulus from the 
present pump-priming program will 
last? 

By stimulus I assume 
imply net stimulus, or stimulus on 
balance. It is my best judgment that 
private spending is diminished as a 
result of a pump-priming program, 
and that reduction of private spend- 
ing is likely to be greater than the 


that you 


amount of public spending. In 

Short, the so-called “Keynes’ mul- 

tiplier” works in reverse. 
Inasmuch as new public works 


cannot be started offhand, and since 
private business is not likely to bor- 
row heavily from the Reconstruc- 
tion Finance Corporation, an imme- 
diate stimulus from pump-priming, 


Subject to the limitations already 
outlined, is only likely to be felt 
through the operations of the 


Works Progress Administration. As 
in France, the spending program is 
more likely to result in an advance 
of commodity prices than in an in- 
crease Of industrial activity. 


Do you approve of non-interest 
bearing loans by the Federal Gov- 
ernment to States and cities? 


Such a proposal is the most certain 
method which has yet been devised 


for destroying the currency and 
credit of the United States. From 
the economic point of view there 
can be no such thing as a “non- 
interest bearing loan.” This pro- 
posal represents a new low in eco- 


nomic illiteracy. 


Harry F. Byrd 


Democrat, of Virginia, 
Member, Senate Committee on 
Finance, 


answers: 


DO not think that 

pump-priming is economically 
sound, because at best the activity 
created is temporary, the prosperity 
created is synthetic, and it becomes 
increasingly dangerous in propor- 
tion to the extent borrowed money 
is used. 


Government 


} 


Assuming approval by Congress of 
the proposed plan, it is 


my belief 





| 
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that the stimulus from the pump- 
priming program will be short-lived. 
This opinion is based on recent ex- 
perience. 

I do not approve of non-interest 


bearing loans by the Federal Gov- 
ernment to States and cities. That, 
in itself, may be the first step to- 


ward cancellation. : 


(By Telegraph) 

Y ANSWER to your first question 
\ I Purchasing power is de= 
rived from production—not produce 
tion from purchasing power. 


no. 


Except possibly psychologically, 
stimulus will not exist and, even so, 
could not last but a few months. 


I do not approve of non-interest 
bearing loans by the Federal Gov- 
ernment to States and cities. It is 
a bad precedent and the loans prob- 
ably never would be repaid. 


Dr. Wm. D. Ennis 


Professor of Economics of 
Engineering, Stevens Institute 
Of Technology, 


answers: 
y/ITHOUT going into the fundae- 
mental economics of the sub- 
ject, I doubt if the present proposal 
for further pump-priming, here and 
now, be nationally profitable. 
The assertion that it will stimulate 
business, and thus make it possible 
through reasonable taxation to cover 
the cost, rests upon no evidence. It 
will of course promote some reem- 
ployment and increase business ac- 
tivity. An offset is that there 
throughout the country, grave ap- 
prehension that these immense 
funds will be distributed largely 
with a view to obtaining desired re- 
sults in the congressional elections 

next autumn. 





can 


is, 


One to three years, but a guess is 
scarcely justifiable. It depends, for 
example, on how soon the program 
becomes effective. 

No. They are one more example 
of levying taxes locally, carrying the 
money to Washington, then hauling 
it away again, not to the points from 
which derived, with leakage both 
ways. 





Dr. Clyde W. Phelps 


Head of Department of Economics, 
University of Chattanooga, Tenn, 


answers: 


(By Telegraph) 
| Sagar tage pump-priming can- 
¥ not be economically sound ex- 
cept when something other than the 
pump-priming itself occurs to re- 
store confidence on the part of busi- 
ness enterprise. 

The present pump-priming pro- 
gram is not economically sound be- 
cause no fundamental change in the 
attitude of the Government toward 
private business enterprise has oc- 
curred to restore confidence. 

Assuming approval by Congress of 
the President's plan, the stimulus 
from the present pump-priming pro- 
gram should last well through the 


fall elections, thus fulfilling its pri- 


mary purpose. 

If non-interest bearing loans 
should be made by the Federal Gov- 
ernment to States and cities, the 


next logical step would seem to be 
for the Federal Government in turn 
to secure these funds without pay- 
ing interest through the simple pro- 
cedure of issuing printing press | 
money, which I regard as unsound, 





B. C. Forbes 


Editor, Forbes Magazine, 


answers: 


DO not think that Government 

pump-priming is economically 
sound. 

I am depending on natural forces 
to bring sound recovery before 1939, 

I do not approve of non-interest 
bearing loans by the Federal Gove 
ernment to States and cities. 





Dr. E. M. Patterson, 


Professor of Economics, 
University of Pennsylvania, 


answers: 


(By Telegraph) 

HERE is no reason to believe that 

“Government pum p- priming” 
will furnish a continuing stimulus 
to business activity. Any stimulus 
which occurs will diminish and dis- 
appear very promptly when the use 
of Government funds is discontinued, 

It does not seem possible to mesh 
these expenditures effectively with 
private expenditures in a way that 
will bring about a smooth operation 
of our economic machinery when 
the Government stimulus is with- 
drawn. 

This means that such expendi- 
tures, if made, should be thought of 
appropriate only because they 
are needed for relief purposes in a 
situation which is very acute. 

With the large amount of unem- 


as 
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he Question of the Week: 


By DR. E. M. PATTERSON 

Professor of Economics, University 

of Pennsylvania 
[Continued From Page 8.] 
ployment now prevailing, it seem: 
heartless not to give public assist- 
ance, but such assistance should be 
kept at a minimum and should be 
recognized for what it is. 

A similar comment applies to the 
proposal that non-interest bearing 
loans be granted by the Federal 
Government to States and cities 
There is the possibility that they 
will not be repeated but in any case 
they will increase the debt of the 
States and cities which will be 
especially tempted -to receive the 
funds, since they are not to bear 
interest. 

One of our most serious difficulties 
at present that we live in a 
rapidly changing world which calls 
for an elastic financial structure 
rather than a rigid one. Practices 
we are now following are increasing 
debt and make for more financial 
rigidity. With such a structure, busi- 
ness reactions that may be only 
moderate force many debtors into 
defaults. wa 


1S 





Alzada Comstock, 


Professor of Economics, 
Mount Holyoke College, 
South Hadley, Mass., 


answers: 

YOVERNMENT pump-priming, car- 

J ried out at the proper time and 
in the proper way, is economically 
sound. But in the United States the 
program may not have a chance to 
demonstrate its economic soundness. 
It is too likely to operate in prac- 
tice as a barrel full of luscious pork, 
to have its fancied as well as its real 
defects used as political dynamite 
in the hands of the Administration’s 
enemies, and to have little opportu- 
nity to calm the hysteria of busi- 
ness. But these probable effects are 
no evidence of economic unsound- 
ness 

In England, economists of no less 
standing than Mr. J. M. Keynes and 
Sir Arthur Salter have recently, 
when trade depression again showed 
its ugly head, advocated a reserve 
program of public works to check 
the decline in its early stages. In 
general, the belief of the “best 
minds” in that country is that a 
sudden spurt of pump-priming, at a 
time when a depression has become 
general and virulent, can do only a 
little to stop the panic. 

On the other hand, 
shows that if the right 
hit upon much can be accomplished 
when things are already bad. This 
was the happy outcome of the Brit- 
ish government’s housing program 
which is recognized to have been 
perhaps the most important influ- 
ence in pulling the couniry out of 
the post-1929 depression. This was 
achieved even before the pull of the 
rearmament boom was {feit 

How long the stimulus of pump- 
priming would last would depend in 
part upon the rate of expenditure, 
but more upon psychologics! factors, 
particularly upon the degree of busi- 
ness hysteria. In Great Britain the 
government housing expenditures 
gave rise and in the end gave way 
to accelerated private expenditure 
for construction and the effects were 
felt long after the major guvernment 
outlays stopped. Such a practical, 
hard-headed response is less likely 
in this country. 

As a pump-priming device the is- 
sue of non-interest bearing loans to 
States and cities can 'e expected, 
for political and psychological rea- 
sons, to be somewhat more effec- 
tive than Federal pump-priming di- 


experience 
method is 


Dr. Russell Weisman, 


Professor of Business and 
Economics, Western Reserve 
University, Cleveland, 


answers: 

N the basis of the experience of 
0 the last five years, the stimula- 
tion of business by extravagant pub- 
lic expenditure is clearly unsound. It 
leads to a great expansion in the 
public debt, involving fundamen- 
tally the consumption of capital. 

I am much less concerned about 
the length of time the stimulus from 
government spending will last than 
as to the probability that there will 
be no stimulus whatever. The rec- 
ords of 1933-34 seem to indicate that 
with the billions of expenditures of 
those years the volume of business 
was not appreciably increased there- 
by. It was not until midyear, 1935, 
that the volume of business appreci- 
ably expanded, and then. 1¢ appears 
to me, primarily as a result of the 
NRA decision holding out to busi- 
ness again the promise of freedom 
from restrictive legislation. 

I definitely disapprove cf 
terest bearing loans by the Federal 


non-in- 


* Governn 


nd cities 


ates and 


projects 


feel » disposition of § 
to borrow Io! 
ill afford to support 


dangerous ten- 


Rep. John Taber 


Republican, of New York, 
Ranking Minority Member, House 
Committee on Appropriations, 


answers: 

UMP-PRIMING for five years has 
P failure. It is now de- 
manded again by the Chief Execu- 
tive. What does this program con- 
template? It will continue WPA, the 
incompetent form of relief, to 
on about the same basis 
now. It will establish 
a billion in the hands of 
the PWA to make grants and loans 
for construction of local buildings 
and projects which the local com- 
munities cannot afford. 

Entirely overlooked is the huge tax 
burden this program wii! place on 
the local communities in the future 
as a result of the cost of maintain- 


proved a 


most 
Feb. 1, 1939 
it 1s running 


dollars 


REP. JOHN TABER 





ing and servicing these projects 
when completed 

No employment can 
from any of these 
six months 
employment 
montns. 


possibly re- 
activities in 
and no sub- 
in less than 


sult 
less than 
Stantial 
nine or ten 

The ef problem should be re- 
turned to localities to handle 
with a required contribution of at 
least 25 per cent by them under pro- 
visions where they will have an op- 
portunity to say what they want to 
and how they want to do it 
meet their own problems 


reli 
the 


do to 


Appropriate only what is needed, 

This will permit us 
n Federal Budget, re- 
tore confidence and put our people 
to work in private industry. 


fangles 


the 


Dr. Lewis H. Haney, 


Professor of Economics, New York 
University, New York City, 


answers: 
I O YOU 


pump-priming 


think that Government 


is economically 


sound? 
and cer- 
inder present debt-rid 
politically-manipulated 
the United States 
is a basis for 
e, and such a ba- 
establish 


pump-priming 


aly, 1f ever; 


to 


Hove would the _ stimulus 


st, etc.? 


long 


Answer: It is impossible to say; 
perhaps il either bank 
and investments came to exceed the 
by something like 10 
or 12 per cent, or the Administra- 

n renewed its attacks on private 
enterprise and individual 
ment. 


unt 


loans 
tatal a ¢ 
otal deposi 
9 

io 
business 
Saving invest 
Do you 
rearing 


approve non-interest- 
etc.? 
ia. oe 


No; for both 
reasons, 


loans 


lit 


Answer: political 


and economic 


Dr. C. C. Arbuthnot, 


Professor of Business and 
Economics, Western Reserve 
University, Cleveland, 


answers: 
RIMING THE pump is_ useless 
unless the pumper has some in- 
ducement to work the handle. He 
nust be assured that he will be al- 
lowed to enjoy a reasonable amount 
of the water he raises or ne will not, 
as a sensible person, make the effort 
and take involved in the 

exertion. 

Changes taxation, administra- 
tive and public utterances 
are needed to allow business enter- 
prise to revive and go to work. Un- 

. priming the pump is 
water. If it is done, prim- 
be unnecessary. 


whe 


the risks 


in 


policies, 


waste of 


I doubt 


net 


ther there will be any 
revival of busi- 


ness from the present pump-priming 


, ‘ 
stim to 


9731 
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+ program, if it is put into operation. 


Returning to this unsound policy, 
discredited by experience here and 
abroad, is a disheartening confes- 
sion of bankruptcy of economic 
ideas, or is a stubborn effort to save 
face 

It will set private business back 
farther than it will push public 
expenditure forward. I see no hope 
of gain and great danger of loss. 

Non-interest bearing loans by 
the Federal Government to States 
and cities would furnish the latter 
with “easy money” that would go 
the way such money usually goes. 
The people, as State and local tax- 
payers, would be loaded with the 
burden of paying the principal and, 
as national taxpayers, with the bur- 
den of paying the interest. Prudence 
is more likely to guide spending if 
borrowers are conscious that they 
will have to pay interest. Unneces- 
sary borrowing will be checked. 





Wilbur P. Calhoun 


and 


| Frederick C. Hicks 


Economists, University of 
Cincinnatl, 


answer: 


(By Telegraph) 
OVERNMENT pump-priming 
economically unsound. 

It is impossible to tell the durabil- 
ity of such a stimulus. 

We do not approve non-interest 
bearing loans. 

Reestablish confidence and recov- 
ery will start. 


is 





Dr. B. H. Beckhart 


Economist, School of Business, Col- 
umbia University, New York City 


answers: 
XPERIENCE with Government 
pump-priming in this and other 
countries indicates that it is not 
economically sound. It implies an 
increase in Government debt in ex- 
cess of the savings of the country. 
Otherwise, according to its defend- 
ers, the pump would not be primed. 

This additional debt must be 
lodged with the commercial banks. 
To purchase these obligations, the 
commercial banks “create” credit, 
which means simply that bank de- 
posits increase rapidly. The in- 
crease in the holdings of the public 
debt on the part of the banks in- 
volves them in the hazards of the 
price fluctuations in Government 
bonds. 

Depending upon the extent of the 
priming, the increase in deposits 
will sooner or later be reflected in 
commodity price increases. An in- 
flationary boom is likely to be pro- 
voked which will eventually end in 
another crash and severe depres- 
Sion. 

Pump-priming tends to make 
business fluctuations sharper in 
character, without providing a so- 
lution for any of the fundamental 
problems. 

How lonz the stimulus from the 
present pump-priming program will 
last depends upon a number of im- 
ponderables. It is assumed by the 
Administration that the funds spent 
will stimulate expenditures on the 
part of corporations, a residential 
housing boom, ete. Whether this 
is the case depends on whether a 
business upturn was due in any 
event as well as upon the attitude 
of the executive and legislative 
branches of Government toward 
business. 

Assuming that an upturn was due 
and assuming a more friendly atti- 
tude on the part of Washington 
towards the business community, 
the pump-priming program will be 
accompanied and followed by 
marked increases in business activ- 
ity. Business firms will renovate and 
enlarge plants and the housing 
boom will get under way. 

As suggested above, the activity is 
not apt to be of a healthy character. 
The inflationary bias of the Admin- 
istration toward bank credit expan- 
sion and low rates of interest will 
likely accentuate the upswing and in 
consequence the succeeding down- 
swing. 

If, on the other hand, an upturn 
is not due, pump-priming expendi- 
tures will have to be very large to 
influence materially business activ- 
ity. The expenditures may have to 
be so large that the American people 
will lose confidence in the dollar and 
a flight from the dollar into goods 
will occur. 

The immediate effect of a pump- 
priming program depends largely on 
what the course of business would 
normally have been. In any event, it 
will provoke unhealthy tendencies. 

Non-interest bearing loans by the 
Federal Government to States and 
cities seem to me to be highly unde- 
Sirable in accustoming them to con- 
tinued financial support from the 
central government, 





The United States News 





— 


The 


Noewesgraz +The New Technique 
To Combat the Strike Weapon 


The “Citizens’ Commit- 
tee”: Defender of the pub- 
lic’s rights or a new strike- 
breaking agency? 

Senators report their find- 
ings ... The Supreme Court 
ponders six labor cases. 

New conflicts harass auto 
workers and employers. 

Here is a view of the labor 
situation. 














AN alleged tie-up between large 
/% employers and the business 
community in combating labor 
unions and defeating strikes has 
formed a prominent part of sev- 
eral recent decisions by the La- 
bor Board. The same topic is 
projected as the next subject of 
inquiry by the Civil Liberties 
Committee of the Senate, which 
is asking for an additional $60,- 
000 to carry on its work. 

Said the committee, in an in- 
terim report just made public: 

“The committee believes it im- 
portant that all the facts concern- 
ing these new techniques should be 
fully investigated to the end 
that the Senate and the people 
should know who control, who pay, 
and to whose profit they are being 
utilized. The why and the what for 
should be so plain that the innocent 
and the patriotic minded should not 
be made cooperators in a movement 


P a r 7 


~Wide World 
STRIKE-BREAKING 
TECHNIQUE 
With much time already spent in in 
espionage, the 
Committee 


vestigating industrial 
Senate Civil 
headed by Senator LaFollette (above) 
is asking for additional funds to probe 


Liberties 


the alleged relationship between large 
employers and business communities 
in thwarting unionization. 





rign* 


which will destroy the very 
they are attempting to maintain 


STRIKE-BREAKING METHODS 

The committee has already 
ported on industrial espionage 
cluding the use of detective 
Strike-breaking agencies. 
weapon of industrial warfare, 
committee states, has seemed a much 
less desirable instrumentality to 
some employers exposure 
by the committee, its condemnation 
by the Senate and its denunciation 
generally. 

A -new instrumentality, the 
zens’ committee’ or ‘the law and 
order league,’ is now being enlisted, 
the committee stated in quoting an 
employer association witness, as “th 
new technique in strike Lreaking, al- 
most the exclusive method.” 

The report added: 

“A sample ‘citizens’ committee’ had 
in it so little of the ‘public’ that its 
own publicity committee never saw 
its press releases before publication 
its treasurer was unknown to its 
own members, and its major activi- 
ties, behind a front widely advertised 
aS a manifestation of the public’s 
initiative, were known only to a hid- 
den few 

“Its public statements represented 
it as a community in revolt against 
a ‘noisy minority’: yet before the 
Senate committee it stood revealed 
almost confessedly, as the noisiest, 
most minor of minorities, though by 
no means the most powerless. It 
was very successful in the job it was 
set up to do; then ‘records were 
destroyed because the job was fin- 
ished.’ ” 


Since its 


‘cill- 
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Labor Controversies 


Before the Courts 
ey labor problems impinge at 
SO many points upon the law, 
courts are becoming a major factor 
in industrial disputes. Upon the 
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The Drink of 
the Month— 
PLANTERS’ 
PUNCH! 








kind.” 

Mr. Martin, contending 
46 employes had been turned 
from the Fisher plant gates | 
pickets, replied: 

“Corporations are seeking 
the depression to destroy the 
The workers are determined to carry 
out the terms of their contracts and 
they are determined to see that cor- 
porations do likewise The union 
has decided it will not give General 
Motors Corporation any further ex- 
cuse for closing plants and throw- 
ing thousands of men out of work.” 

The dues pickets were withdrawn. 


that 


+ steps the Supreme Court alone 
six controversies have been laid in 
recent weeks, while many others are 
awaiting lower court decisions be- 
fore appeal to the high tribunal 

A survey shows these disputes now 
referred to the Supreme Court: 

1.—The Labor Board requests the 
court to uphold an order the Cir- 
cuit Court of Appeals had refused to 
enforce requiring reinstatement of 
employes who had quit work in a 
strike that was not caused by unfair 


labor 


ol 


to utilize 


union 


practices. 


t 
he 
tropics. Enjoy a Plant- 

Punch tonight “mixed as 
make them in Jamaica” 


crs 
tne\ 


with 


y 
MYERS’S RUM 
“Planters’ Punch” BRAND 

100° Fine Old Jamaica 
All 8 Years Old—97 Proof 
FREE—For booklet containing many 
delightful recipes for making 
rum drinks write to 
R. U. DELAPENHA & CO., Inc., 
doent the U. S.A 
Dept. US-6, 57 Laight Street, New York 
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OTHER LABOR TROUBLES 


Mutual charges alleging speed-up 


2.—Remington Rand, Inc., seeks 
the setting aside of a Labor Board 





and slow-down of the assembly line 
led to an interruption work 
the Briggs Manufacturing Company. 

Lay-off of a chief shop steward in 
a department of office workers led to 


Which would require it to re- 
thousand strikers, 

ng room for them by discharge 
persons hired after a strike of 
1936. The strike had allegedly been 
caused by the company’s refusal to 
bargain. Company unions are order- 
ed disestablished. 

3.—The Consolidated Edison Com- 
pany of New York asks the court to 
aside an order of the Labor 
Board directing it to annul a con- 
tract with an A. F. of L. union which 
the Board found the company. had 
“chosen” irrespective of the wishes 
of employes. At issue also the 
Board’s authority over a_ utility 
company which operates’ wholly 
within one State. ‘ | 

4A. C. I. O. union asks dissolu- | ; “ 1 ers : | 


order 


instate several of at 


ol 


set 


1S 


} 
} 
' 
| 


| 


tion of an injunction granted to the 
Donnelly Garment Company, Kansas 
City, Mo., which prevents the union 
from picketing the company’s place 
of business to compel unionization 
of employes. Lower courts had held 
that no labor dispute was involved, 
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and hence the Norris-LaGuardia 
Act restricting such injunction did 
not apply. 

5.—The Black Diamond Steamship 
Corporation asks the court to over- 
rule a finding of fact by the Labor 
Board relating to the date when a 
refusal to bargain had taken place. 
the date being allegedly determina- 
tive of the amount of back wages 
which would have to be paid by the 
company to men which it had re- 
fused to rehire after a strike. a 

6.—The Carlisle Lumber Company. 
Onalaska, Wash., asks the setting 
aside of a Labor Board order which a 
requires it to notify employes that 
“yellow dog” contracts, it had re- 
quired of returning strikers, are in- 
valid. Payment of a large sum in 
back wages is also involved. 

In addition, approximately 40 
cases involving Labor Board orders 
only are before the Circuit Court of 
Appeals. Among the more important 
are those affecting the Ford Motor 
Company, the Republic Steel Cor- 
poration, and the Inland Steel Com- 
pany 


Wide World 
NO DUES—NO WORK? 
Denying charges that hundreds of 
workers in Michigan had been kept 
from work by union dues-collection 
pickets, Homer Martin (above), Presi- 
dent, United Automobile Workers 
Union, declared: “Corporations are 
seeking to utilize the depression to | 
destroy the union.” | 





slow down in the 
Whee! plant. 

Ten per cent wage cuts resulted in 
sit-down at the American Bras: 
Company by members of the Min¢ 
Mill and Smelter Workers (CIO) and 
in a walk-out at the Michi; 

Casting Company. 


Kelsey-Haye: 


Increased speed-up was. 
with precipitating a 
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credited 
al tne 
Peninsular Metals Corporation 


strike 


Alleged violation of seniority right 
resulted in the walk-out of employees 
of one Bohn Aluminum Company 
plant and seven other Rohn pl 
were struck sympathy. 

Demand for reinstatement 
eight employes 
Detroit 
sulted 
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In the Auto Industry 


7. effect of depression on labor 
relations was evidenced in Mich- 
igan last week when numerous meth- 
ods of economic pressure. including 
sit-down, slow-down, walk-out, lock- 
out and shutdown, were brought to 
the automobile and auto- 
mobile parts industries. 

Depression born, the issues in 
these disputes included wage cuts, 
dismissals, lay-offs and forced col- 
lection of union dues. 

All but one dispute involved the 
United Automobile Workers of Amer- 
The employers included Gen- 
Motors Corporation, Chrysler 
Corporation, Bohn Aluminum Com- 
pany, Kelsey-Hayes Wheel Plant, 
Michigan Steel Casting Company, 
Peninsular Metal Products Corpora- 
tion, Briggs Manufacturing Company 
and American Brass Company. 

Alleging violation of seniority 
right guaranteed in its agreement 
with General Motors Corporation, 
the union took a strike vote at the 
Buick and Chevrolet plants at Flint. 
Homer Martin, president of the 
union, indicated, however, that the 
International executive board would 
withhold necessary sanction of the 
strikes until all possibilities of set- 
tling the disputes through grievance 
machinery set up in the union’s con- 
tract had been exhausted. 


PICKETING FOR DUES 

Fisher Body Plant No. 1 and one 
assembly line at the Buick plant, 
both in Flint, were shut down by the 
management for three days when 
the union picketed the body plant, 
turning away all employes unless 
they showed receipts for paid-up 
aues 

William S. Knudsen, contending 
that several hundred men had been 
kept from work by the dues pickets, 
tated: 
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corporation has kept its 
agreement with the union. It has 
no demands before it dealing with 
the Flint situation. It does not pro- 
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pose to overlook this latest develop- | Room rotes 
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WHAT'S NEW 


HOTEL BUSINESS ? 


Every time people’s habits change, new needs are created in 
the hotel business. And people’s habits change all the time. 
Statler keeps up with the changes because Statler research ex- 
ecutives keep in constant touch with guests, study their needs, 
provide new services when they need them. This research habit 


has led to important innovations like these: 


* Hotel Service from the Guest's 
Point of View 


* Circulating Ice Water 


* Full Length Mirror in Every Room 


Buffalo $2.00 
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Citizens 
Information 


Service 


Federal Aids Provided : 
In Private Aviation Work 


| betel may private fiyers secure Federal aid in 
solving the problems of operation? 


Every private aviation enterprise, whether as 
an organization or an individual, will soon have 
available a Federal service designed to conserve 
their interests as well as the interests of the gen- 
etal public. 

The new objective is to encourage and stimu- 
late all phases of private flying, under the guid- 
ance of a newly created “Private Flying Section” 
of the Bureau of Air Commerce at Washington. 

Private flying, as distinguished from airline op- 
erations, includes flying for business as well as 
for sport and pleasure, student instruction, fixed 
base operations and other types of non-airline 
flying. 

All private flyers may present their problems 
to this new Section for analysis and determina- 
tion. The Section also will initiate activities in 
this field of service. It will survey and investi- 
gate all conditions in respect to private flying 
and recommend specific projects that should be 
undertaken to safeguard, and in every practical 
way aid those engaged in this branch of aviation, 
This is the promise of the Bureau of Air Com- 
merce in inaugurating the new service for avia- 
tors. The conclusions and recommendations of 
the Section will be the basis of regulations the 
Bureau will formulate in cooperation with pri- 
vate flyers. 

The medical qualifications required of pilots in 
this field may be liberalized to permit a larger 
number to engage in aviation than can do so 
under existing regulations. 

All interested in private fl.ying may obtain de- 
tailed particulars from the Bureau of Air Com- 
merce, the Department of Commerce, Washing- 
ton, D. C. 





Government Loan Plans 


For Dust Bowl Farmers 


How may a farmer in the “dust bowl” of the 
Plains States secure a Federal loan to finance 
work to prevent wind erosion? 


Any farmer in that area, which includes 40 
eounties in Kansas, Colorado, New Mexico, Texas 
and Oklahoma, who needs money to so protect 
his land, should immediately apply to the local 
county committee of either the Agricultural Ad- 
justment Administration or the Farm Security 
Administration. He should be prepared to prove 
his particular needs, be ready to agree to con- 
servation practices laid down by Government ex- 
perts, and to furnish security for the loan. Any 
benefit payments due him under the AAA con- 
servation program, can be assigned as security 
for the loan. 

The money so borrowed may be used to buy 
necessary machinery, gasoline, oil and other sup- 
plies to prepare the land for such erosion-pre- 
ventive crops as sorghums, millets and sudan 
grass. 





Subsidies Offered Orange 
Growers to Steady Markets 


OW may producers and handlers of Califor- 
nia and Arizona oranges obtain Federal 
benefit payments? 


All such persons may participate in a new AAA 
program designed to help orange producers by 
diversion of the orange crops from regular trade 
channels to by-product uses. The Government, 
acting through the Citrus Diversion Committee 
set up by the AAA, will pay $488,000 altogether 
for this diversion, at the rate of $8 per short ton, 
if the oranges are diverted into the making of 
orange juice, pectin, citrus oil and dried meal. 
In this way, the Government hopes to take more 
than one and a half million boxes of oranges out 
of the usual market channels. Growers and 
handlers can obtain necessary information from 
the Agricultural Adjustment Administration, 725 
South Spring Street, Los Angeles, Calif. 





Relaxed Rules Possible for 
Airport Radio Stations 


OW may a radio station licensee in the avia- 
tion service be exempted from 24-hour 
operation? - 


All licensees of airport radio stations are re- 
quired by the Federal Communications Com- 
mission to maintain, unless specifically exempted, 
a@ continuous listening watch on the aircraft call- 
ing frequency 3105 kilocycles and to render a 
communication service all hours of the day and 
night. Under a recent ruling of FCC, the require- 
ménts have been liberalized. 


Any licensee of an airport radio station may 
make application to the FCC for relaxation in 
the required hours which will be considered and 
granted if public interests allow. The applicant 
should give full information of daily scheduled 
landings and take-offs at his port, hours neces- 
sary to cover these landings, average amount of 
itinerant traffic which uses the airport, and the 
hours of peak traffic. 
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ESSENTIAL INFORMATION OF NATIONAL INTEREST; 


LATEST NEWS OF GOVERNMENT ACTION 





Labor 


HEN a strike is caused by an unfair labor prac- 
tice of an employer, such as refusal to bargain 
with a union duly chosen by a majority of workers, 
the strikers are ordinarily entitled to reinstatement 
on order of the Labor Board. Even a striker who 
has been convicted of a crime may be entitled to 
reinstatement if the crime did not consist of sabo- 
tage against the employer’s property. Source: De- 
cision of the Circuit Court of Appeals in case of Ore- 
gon Worsted Mills; Labor Relations Reporter, April 
18, p. 3. 
Se 2 
It is not a refusal to bargain for an employer to 
decline to treat with a union which does not, in 
point of fact, represent a majority of employes. 
The proper procedure in the case is for the em- 
ployer to recognize the union as spokesman for its 
own members only and await a petition by the union 
for being certified by the Labor Board if it can 
muster a majority in an election or otherwise. 
Source: Decisions of the NLRB, including that in 
the case of the Republic Steel Corporation; Labor 
Relations Reporter, April 18, p. 2. 
x * * 


While an employer is under no legal obligation 
to reach an agreement with a union repre- 
senting his employes, he is required to bargain 
with it in good faith with a view to reaching an 
agreement. Announcing to the union in advance 
that he will not sign an agreement, even though 
an understanding is reached, is evidence that he is 
not negotiating in good faith. 

Source: NLRB Decision in case of Inland Steel 
Company; Labor Relations Reporter, April 11, p. 2. 
x * 

Shift of affiliation by a majority of employes from 
one union, which has a closed-shop contract with 
an employer, to a different union raises a question 
regarding the status of the contract which has not 
been finally settled by labor boards or courts. But, 
under the Wagner Act, the employer may not, in 
reliance on the contract, discharge employes who 
have shifted their union affiliation and fill their 
places with members of the first union. The NLRB 
holds that the contract with the first union has 
either been nullified or has passed to the second 
union as the new agent of the employes. 

Source: NLRB Decision in case of M. & M. Wood- 
working Company; Labor Relations Reporter, April 
11, p. 18, 

x kk 

When a company is found by the Labor Board to 
have financed a back-to-work movement during a 
Strike caused by unfair labor practices and to have 
supplied civil authorities with personnel and weap- 
ons for insuring the effectiveness of the movement, 
it may be ruled responsbile for violence occurring in 
carrying out the plan. The effect of the ruling 
would be to make it liable to an order to desist 
from such practices and preclude its pleading vio- 
lence on the part of strikers as a reason for not 
reinstating them in their former jobs. 

Source: NLRB decision in case of Republic Steel 
Corporation, April 9. 
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—Harris & Ewing 
KEEPER OF THE AIRWAYS 
..Dennis Mulligan, newly appointed Chief of the 
Bureau of Air Commerce, is a qualified Army pilot 
and observer. Since last October he has served 
as Assistant Director of the Bureau and prior to 
that he held the post of Chief of Regulation and 
Enforcement. 





Business Regulation 


FC loans are available to business, big or little, 
to increase employment provided there is a 
sound prospect that such loans will be repaid. In- 
dustries may borrow on longer maturities for plant 
construction and new equipment. Manufacturers 
may borrow to carry inventories so that they may 
anticipate trade requirements but such loans must 
be segregated to permit an enforceable lien, or other 
acceptable security be given. Source: RFC Chair- 
man Jones, radio address, April 18. 
& & @ 

Established business enterprises, particularly 
those with small issues of securities, will be helped 
by new SEC regulations, April 16, to simplify regis- 
tration expense and time. RFC will aid in distrib- 
uting such sound securities 

x * * 
to private bankers and 


Loans underwriting 





bankers will be considered by RFC when the loans 


can be properly secured. RFC will not buy the 
stock of any private business. Whatever legitimate 
demand there may be for credit, RFC is prepared to 
furnish, preferably in cooperation with banks. 
Source: RFC Chairman Jones, April 18 

x~**r* 

Approximately 35 million yards of cotton textiles, 
including cotton prints, birdseye, denim, nainsook, 
outing flannel, muslin, shirting, corduroy and twill, 
will be purchased at once by WPA for sewing prej- 
ects and conversion into garments and household 
articles for distribution through public relief agen- 
cies. All purchases will be made through Division 
of Procurement, Treasury Department, Washington, 
D. C. Source: WPA, April 19. 

x « * 

States wanting their share of $200,000,000 Con- 
gress has authorized for road improvement and 
grade crossing elimination the next fiscal year must 
expedite their programs for approval. Twenty-five 
States already have approval of primary construc- 
tion programs and 17 others for secondary roads, 
both to be matched by States, while 13 States have 








Social Security 


MPLOYERS will have fewer returns to make ir 
connection with Federal old-age insurance. 
Hereafter, tax returns and wage reports will be 
combined on one form as a quarterly report, taking 
the place of the former monthly tax return and six- 
month information return required for 1937. Em- 
ployers may pay their taxes and thei: employes’ 
taxes on the new quarterly form, which must be 
filed with the local internal revenue collector by 
April 30 (to avoid penalty), covering January, Feb- 
ruary and March, 1938. On this new form, the 
total wages:paid all employes can quickly be deter- 
mined and the tax amount easily computed. 
Source: Social Security Board, April 18. 
x * * 


ALES agents for a manufacturing company, 
which retains the right of direction and con- 

trol to an extent sufficient to establish the relation 
of employer and employe, are taxable as employes 
under the Social Security Act. But sales agents 


i i 8 
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THEY WILL INVESTIGATE “UNCLE SAM’S ‘CHILDREN’” 


| geri by Senator Ellender oé Louisiana, a committee has been appointed by Vice Presi- 
dent Garner to investigate administration of the Civil Service and Classification Acts to de- 
termine whether there are cases of favoritism or discrimination in promotions or transfers un- 
der the merit system. Left to right: Senators Logan, Kentucky; Johnson, Colorado; Ellender, 


Chairman; Hitchcock, South Dakota. 
pletes the roster. 


Senator Bridges, recently named to the committee, com- 





approval of their grade crossing programs, not re- 
quired to be matched. Source: Public Reads Bu- 
reau, April 19. 

eo eS. 2 

Cotton farmers will operate under a modified 1938 

AAA national acreage program of 29 million acres, 
instead of 27 million acres, due to recent AAA 
amendments. AAA rates of payment for soil de- 
pleting crops, including cotton, tobacco and pota- 
toes, have been increased 90 per cent over the orig- 
inal 1938 program. Source: AAA, April 19. 

x ke 

Cotton producers who wish to transfer 1938 AAA 

loans to the Commodity Credit Corporation can ob- 
tain forms and instruations for transfers from the 
county extension agents in the cotton producing 
areas and from the Reconstruction Finance Cor- 
poration loan agencies handling cotton loans. 
Source: Com. Credit Corp., April 13. 

x * * 


Eight fireworks manufacturers producing 85 per 
cent of the national output of commercial fire- 
works, including their trade association. Pyrotechnic 
Industries, Inc., have been served with an order 
prohibiting price-fixing practices in violation of the 
FTC Act. The order is directed against agreements 
to fix uniform prices, wholesale or retai! throughout 
the United States. They must not hold meetings 
of jobber groups to devise means of forcing or pro- 
curing support on unlawful agreements. Source: 
FTC, April 21. 

x kk 

Mohair producers, as a part of the Commodity 
Credit Corporation wool loan program, may ob- 
tain loans at 30 and 20 cents per pound for kid and 
adult hair stored at Boston and Texas points, and 
29 and 19 cents per pound at other storage points. 
Source: CCC, April 13. 

x * * 


Small business men would be provided with ex- 
tension courses in business administration con- 
ducted by the Federal Bureau of Foreign and Do- 
mestic Commerce in cooperation with State uni- 
versities, if a bill introduced by Rep. Patman 
(Dem.), of Texas, should become law. The Dill 
would finance this training by a Federal appropri- 
ation of half a million dollars the first year, in- 
creasing yearly thereafter. Source: Rep. Patman. 

xx* 


Beer distillers must furnish at their own ex- 
pense, for use of Government officers assigned to 
distilleries, such equipment and laboratory supplies 
as are necessary for determining the alcoholic con- 
tent of the beer. Source: Internal Revenue Bu- 
reau, April 7. 

S. 2] @ 

All motor vehicle freight rates in New England 
and in parts of New York and New Jersey will be 
investigated by the Interstate Commerce Commis- 
sion. Source: ICC, April 13. 








over whom the company’s right of control is lim- 
ited to such matters as prices and sales territory, 
are not employes in the meaning of the Act. Source: 
Internal Revenue Bureau, April 11. 


x* & * 


Funds available for promoting the health of 
mothers and children under the Social Security Act 
would be increased upon enactment of a bill in- 
troduced by Chairman Doughton (Dem.) of the 
House Ways and Means Committee. It would 
amend the Act to provide $3,000,000 for the fiscal 
year ending June 30, 1939, $8,000,000 the following 
year, $12,000,000 the next, $16,000,000 in 1942, and 
$20,000,000 in 1943. Source: Rep. Doughton. 





Taxes 


Income Taxes 

CITIZEN of the United States receiving divi- 

dends from a British corporation is not entitled 
to credit for British income taxes paid by the cor- 
poration appropriate to such dividends and such 
taxes are not deductible in computing the tax- 
payer’s net income,, under Supreme Court decision 
in Biddle v. Commissioner. Prior attitude of the 
Internal Revenue Bureau is modified accordingly. 
Source: Internal Revenue Bureau, April 18. 


x** * 


The two-year period of limitation within which, 
under the Revenue Act. of 1928, the Federal Gov- 
ernment must bring suit to recover an erroneous 
refund to a taxpayer, begins to run from the date 
of payment of the refund, not from the date when 
the Commissioner of Internal Revenue allowed the 
refund by signing the schedule of over-assessments. 
Obviously, the Government has no right to sue a 
taxpayer to recover money before the money had 
been paid the taxpayer. Source: Internal Revenue 
Bureau, April 11, based on Supreme Court decision, 
U. S. vs. Robert K. Wurts. 


x * * 


Transportation Tax 


A pipe line company has to pay the crude oil 
transportation tax on movement of oil from the 
lease flow tanks situated next to the wells on leased 
lands to the company’s refinery storage tanks half 
a mile distant if the storage tanks are primarily 
used in connection with the refinery. Necessarily, 
all oil produced, sold and delivered entails trans- 
portation. The only question is at what point along 
the line the tax is incurred. Tax exemption must be 
limited to cases where that transportation to stor- 
age tanks in immediate vicinity of the wells is in- 
cidental to production. Source: Internal Revenue 
Bureau, April 11, based on Federal district court 
decision in Mohawk Petroleum Company case. 
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Do you >| 


> know 
that- 


HE proposal to “lend” States and cities one 
and a half billion dollars in Federal tung, 
without interest is not without precedent ig 











American history. In 1835 when there Was no 
public debt President Jackson and Congress ape 
proved a bill to deposit the Treasury surplys With 
the States at no interest, subject to recall, The 
actual amount so distributed was $28,101 g44_ 
which is still carried on the Treasury 
“unavailable funds.” In 1894, with an empty 
Treasury and wide unemployment, “Genera]” 
Coxey proposed a half-billion dollars non -interest 
loan to states and localities to provide employ. 
ment on public works for the jobless. Congress 
ignored the proposal. 


DOOKs ag 
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RANSFER or sale of a revolver, pistol or gay 
gun would require registration of fingerprinty 
of the recipient under provisions of a bil) re. 
cently introduced in Congress at request of At. 
torney General Cummings. Present owners of 
such hand guns would be required to regisiar 
with an Internal Revenue collector, but no Anger. 
prints would be asked. 


xk 


ORE than 38 million men and women are 
now registered with the Social Security 
Board. Applications for account numbers 
exceeded that mark at the end of March. New 
York led the list with five million applications; 
Alaska furnished 16,491. 
x* ek 


OMETHING new in court procedure—the re- 

cording and reproduction of hearings by sound 
instead of by the usual stenographic transcript— 
will be tried if a bill which has passed the House 
is approved by the Senate. The bill provides for 
experimental recording of court proceedings ina 
District of Columbia court. 


x*k* 


N international agreement to outlaw aerial 
bombing of civilians in cities in wartime has 

the overwhelming approval of American voters 
reached in a nation-wide survey made by the 
American Institute of Public Opinion. A world 
conference to be called by the United States to 
reach such an agreeemnt, proposed in a Congress 
bill introduced by Representative Eicher (Dem), 
of Iowa, is indorsed by 61 per .cent of the poll 


voters. 
xx*k 


E State Department evidently expects a busy 
year in foreign affairs. It has included pro- 
vision for nearly 100,000 hours of overtime pay 
in its 1938-39 budget. The problem cannot be 
met by hiring extra employes, the Department 
says, because of the technical nature of the work. 


x** 


ANY American cities, especially in the larger 

population brackets, face a new financial 
emergency because of the “recession” lay-offs and 
consequent increases in demands on local reli! 
budgets. A survey of 60 cities by the Conference 
of Mayors showed virtual unanimity of opinioa 
that resources of cities already are so bady 
strained that further outlays are out of the ques 
tion. 


x * ® 


ARMERS have suffered less from the recession 

than factory workers, but more than salaried 
or professional workers, in the opinion of Secré 
tary of Agriculture Wallace. Chief “dansét 
spot” in the farm situation at presen’, accoraing 
to Secretary Wallace, is the threat of another 
bumper wheat crop. 


x*** 


EPRESENTATIVE THOMAS of New Jersey, 9 
an effort to expose what he calls prop 
ganda bureaus, asked Federal departments and 
agencies for samples of all publications maile 
out. The Labor Department submitted nine mal 
sacks full of magazines and journals. The Lae 
ury Department asked for time. Some depar” 
ments did not reply. Mr. Thomas ‘nsisis mu’ 
of this publication activity violates 4 Feders 
Statute passed in 1913. 


x «tt 

ATEST effort to attract business to States : 
the granting of tax exemptions on mans 

turing machinery. Nineteen states, mostly a 

East and South, now allow such permanent 

temporary tax exemption. 


xx«ret 
17 + si 
REND toward elimination of the poll ‘4%, = 
qualification to vote, has reduced oe 
ber of States requiring such qualification an 


to eight. The poll tax was almost wen 
among the original States. Now apne 
abolish it are in progress in the few States Mise 
still retain it: Alabama, Kansas, Goorei#. 
sissippi, South Carolina, Tennessee, Tex® 
Virginia. 


xx rt 


HERE are now 455 cities in the United et: 

* under the council-manager plan Lexiné” 
Ky., is the latest city to adopt this modern + 
of urban government. 


x «re 

vaing On 

O take the guesswork out of the wre 
public highways the Federal Bureau « j 

lic roads is assembling surveys of — ‘the 
usage, which, when completed, will peor’ 2 
first complete maps and records for an ©" 
three million miles of rural roads. In *# veal 
the preliminary statistics have already bee? 
ulated and analyzed. 
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Appeasement and concessions for the dictators becomes 
the diplomatic motif of European democracies . . . and the 


United States nods its assent in a significant policy shift 
But the State Department stands pat on its war trade 


policies 5 eee 


while Administration leaders see victory for 


our bigger war preparedness program. 











process of boxing the com- 
; of American foreign policy 
proceeds. 
the military aggressions 
reaty violations by dictators 
ik last October of “quaran- 
their activities, American 
cnition of Hitler’s coup in Aus- 
vig now has been followed by 
white House benediction for the 
ord signed between Eng- 


accc 






land and Italy. 
py this Rome-London treaty, 
e Ch ham iberlain Tory government 
to work for League of Na- 
! snition of Italy’s conquest 
of Ethiopia. Acquiescence is given 
4 the decisive role Italian troops 
, ye been taking on the rebel side 
while the British and 








in the Mediterranean area. 
Contrasting with previous strong 
State Department pronouncements 
against treaty violators and aggres- 
ws, the latest White House state- 
issued at a press conference, 
the London-Rome accord as 
“proof of the value of 





hai ls 
affording 
peaceful negotiations” and as being 


a symbol of “the promotion of peace 
through the finding of means for 
economic appeasement.” While re- 
fraining from passing upon “poli- 
tical features” of the agreement, 
President Roosevelt acclaimed it 
“with sympathetic interest.” 


+ doctrines of non-recognition for the 


From protests | 


| 


| 





| 
| 


Besides marking an about-face 
from American official utterances | 
and policies proclaimed a_ few | 
months ago, logic of the latest White 
House pronouncement points toward 
discard of the Wilson and Stimson 


| 


results of aggression and treaty vio- 
lation. However, beyond formal rec- 
ognition of Hitler’s coup extinguish- 
ing Austrian sovereignty, the State 
Department has not yet proceeded 
specifically to acquiesce either in 
Mussolini’s conquest of Ethiopia or 


| Japan's seizure of Manchukuo. 


BOYCOTT MOVE HEADED OFF 


Immediately involved in the White 
House pronouncement is apparent 
defeat of a resolution lately intro- 
duced in Congress by Representa- 
tive Scott (Dem.), of California, 
seeking to brand and boycott treaty 
violators. Admittedly aimed espe- 
cially at Germany, Italy and Japan, 
the Scott resolution would have put 
to the test whether the Kellogg war 
outlawry pact, the Nine-Power treaty 
and similar international peace 
agreements have any lingering offi- 
cial sanctions behind them, so far 
as moral or economic pressure by 
this Government is concerned. (For 
special article, see Page 2). 


Following Mussolini’s diplomatic 
triumph in breaking down British 
opposition, he is pushing for a simi- 
lar accord with France. Collapse of 
opposition of the two leading democ- 
racies to.Nazi and Fascist aims and 
_accomplishments seems to make 
doubly certain early rebel victory in 
Spain. 


REBEL GAINS IN SPAIN 


“We have won the war!” pro- 
claimed rebel Gen. France in a radio 
broadcast as his armies, including 
large Italian and German conting- 
ents, pushed forward in the Ebro 
river valley against weakening Loy- 


+ alist resistance. He outlined his pro- ¢ Senator Walsh (Dem.), 


¥ fide of World Affairs: 
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gram for a totalitarian regime to be 
set up when his victories can be 
consolidated. 


The rebels advanced with the 
apostolic bleasing of Pope Pius, con- 
veyed in a telegraphic message to 
Franco. But they went forward with- 
out the blessings of leading Ameri- 
can Protestant churchmen. Assem- 
bled in Washington for the national 
convention of the \Associated Church 
Press, editors of Protestant religious 
journals petitioned Secretary Hull to 
lift the American arms embargo that 
they said is contributing “toward a 
victory of fascism in Spain which 
may well endanger the future of 
democracy in the United States.” 
But there’s no chance of changing 
the neutrality law in that respect, 
declared Representative McReynolds 
(Dem.), of Tennessee, chairman of 
the House Foreign Affairs Commit- 
tee. “It would just get us into 
trouble,” he said. 


EMBARGO POLICY CHALLENGED 


Others had petitioned the State 
Department, if it was not going to 
raise the embargo on Spain, to be 
consistent in applying an embargo 
to Germany and Italy because of 
German and Italian aid being given 
the rebel cause. Apparent doom of 
the Scott resolution and White 
House approval of the Rome-Lon- 
don accord seemed to make any 
such fulfillments unlikely. 


In Congress, the American policy 
of continuing to embargo war sup- 
plies to Spain while sanctioning 
such exports to Japan—shipments 
which in March were five times as 
great to Japan as to China—are 
scored anew. Sixty-five per cent of 
our scrap-iron exports have been 
going to Japan and Germany, de- 
clared Senator Nye (Rep.), of North 
Dakota, who complained of the in- 
congruity of denouncing dictators 
and aggressors at the same time the 
United States is arming those na- 
tions and helping them lead us into 
an armament race. 


NAVY BILL IN THE SENATE 
Senator Nye was discussing the 


$1,156,546,000 Naval expansion bill. 








chusetts, chairman of the Naval Af- 
fairs Committee, in charge of the 
bill, had specially named Japan and 
Germany as potential aggressors 
against whom the United States 
must build up its naval power. 
With expiration of treaty limitation 
agreements and fears that Japan 
is building beyond her short end of 
the 5-3 ratio, Senator Walsh urged 


—Wide Worla 


SENATORIAL ADVICE 
Opposed to the Naval Expansion 
Bill because he believes we have an 
“adequate national defense,” Sena- 
tor Nye (above) told his colleagues: 
“Anyone lying awake at night worry- 
ing about an attack against the United 
States is wasting an awful lot of 
energy that might well be expended 

in more useful ways.” 


of Massa- + 000 estimate—though 





the importance of American naval 
expansion to keep our sea strength 
60 per cent greater than Japan’s. 
He also envisaged dangers of si- 
multaneous attacks by a combina- 
tion of powers and possibilities that 
the United States might have to 
fight to maintain the Monroe Doc- 
trine. 

As it emerged from the Senate 
Naval Affairs Committee the bill 
calls for an outlay 45 per cent 
greater than the original $800,000,- 
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Burton K. Wheeler 


Future of the Railways to Him 
Not So Black As Many Picture 


FTER a long day in the Senate, 
Burton K. Wheeler picked up a 
college magazine that had been sent 


ighter 
t the name 


to a dé He sought diversion; 


“La Follette” caught 





“I had supposed until recently 
that it was the duty of Senators 
and Representatives in Congress to 
Vote and act according to their con- 
Victions. . . . Quite another doctrine 
3 has been promulgated . 
and t is the doctrine of standing 
back of the President. For myself, | 
Th ‘ave never subscribed to that doc- 
I and never shall. I shall support 
esident in measures he pro- 





me 
poses 





eeses When I believe them to be 
—_ I shall oppose measures pro- 
posed by the President when I be- 
“eve them to be wrong.’ 
he late 
“Boo’ La Fol- 
‘elle, speaking, 
the father of 
‘a Present 
+ tor from 
— he 
aan " ) Se- 
4ected Mr, 
Wheel. Oo be 
As neg 
mate when he 
SOught the Rea ae 
Presiden: y on Senator Wheeler 
— ucket in 1924, 
oe expansion of Executive 
a ares the Government reor- 
pa "0 bill, Senator Wheeler told 
wecasgues the quotation ex- 


ane | 4S philosophy. He asserted 
for hie gee naence in campaigning 
ie urd Senate term in 1934. 
_“enced it in leading the Senate 
one vied 1 against the Supreme Court 
lokine fnt bill last year. Now, 
rota ~ representatives of railroad 
“. coun > Management and labor 
og S€. about their difficulties, 
h n declares himself. 
€ Mont tanan finds his situation 


this question, however. 


Coa] 


on 





fans 





| 


> and he read this quotation | 








| 
| 
| 


| 


. If we try 
an immediate cure that works per- 
manent damage; our last state will 
be worse than our first . . . I oppose 
subsidies . . . Fixed charges must be 
reduced . . . Scientific routing of 
traffic would save money ... Com- 
petitive traffic routing should be 
abolished... Control must be lodged 
with those actually in charge of op- 
erations.” 

In pursuit of those objectives, the 
Senator at 56 is working with a vigor 
reminiscent of earlier years in the 
Montana legislature and as a mem- 
ber of the Progressive minority of 
the Senate in the 20’s. 





Harry L. Hopkins 


Dispenser of Relief Billions; 
Almoner of the Administration 


T° e President’s right as he 
threw out the baseball to open 
the American League season in the 
nation’s capital, sat Harry L. Hop- 
kins. Both smiled and enjoyed the 
game. 


It afforded relaxation from many 


+ time to recognize them for what they + 
are, and for the high degree of pro- | after the reorganization blow. 
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+ road plant is too large . 
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duction they have made possible.” 

The Hopkins opinions are consid- 
ered at the Capitol in the light of 
his close association with the Presi- 
dent since the latter chose him 
head relief activities in New York 
during his term as Governor. They 
represent a background.of experi- 
ence with the Association for the 
Improvement of the Poor, with the 
Board of Civil Welfare in New York 
city, with the Red Cross during the 
World War, and supervision over the 
expenditure of billions from Wash- 
ington since 1933. 

It was an open secret that Mr. 
Hopkins would be the Secretary of 
Public Welfare, if the bill authorizing 


a new department were enacted. He | 


has kept his disappointment to him- 
self, 

Similarly, he has taken no direct 
notice of charges by Administration 
opponents that he is entagonistic 
to capitalism. At an opportune mo- 
ment, he did say: 

“Ours is a competitive system in 


| which an overwhelming percentage 


hours of conferences in which Mr. | 


Roosevelt looked anew to the Relief 
Administrator for information and 


| advice as to his right-hand-man on 


providing work for the needy. While 


they watched hits and runs, econo- 


mists and statisticians worked in 
downtown offices on data to support 
the latest Administration spending- 
lending program before Congress. 
A short time thereafter Mr. Hop- 
kins was again at his desk digesting 
the material, anticipating questions 


| from skeptical legislators and seek- 
' ing the answers. He knew that, dur- 


ing his illness not so lons ago, there 
were reports he had been 
verted” to budget-balancing con- 
servatism. He wanted to be prepared 
for whatever argument that might 


| be raised in behalf of that viewpoint. 


A social worker since boyhood in 
Iowa, where he was born in 1890, 
Mr. Hopkins still places the need “to 
fortify consumer purchasing power” 
over the desirability of a balanced 


| budget. He looks through Treasury 


} 


| lines; 


Presi “Me Roosevelt, either at a loss 
Teady ; ‘at Position to take or not 
a aie lake recommendations, has 
That oe Problem up to Congress. 


up to Mr. 





any oft 


Nanship of the Interstate 
‘ce Committee and the study 
‘ace of the problent year in 

Wheeler has positive views 

answer as yet: “The rail- 


Wheeler more | 
her member, because of | 


balance sheets to pictures of bread- 
and disputes the argument 
that the breadlines are caused by 


sheet. 

“The competitive capitalistic sys- 
tem,” he says, “has been sustained 
Since the beginning by Federal and 
State interventions 


of production is expected to come 
from producers operating for a 
profit. I believe in that system. . 
“Federal spending need not be 
justified merely as pump-priming 
for Iam convinced that without the 
traditional investment of private 


| funds in a rising economy there can 


be no permanent recovery.” 





Patrick J. Boland 


“con- | 


The Democrat from Pennsylvania 
Who Rides Herd on his Fellows 


AILURE of his prediction that the 
House of Representatives would 
pass the Government reorganization 
bill seems to be causing Representa- 
tive Patrick J. Boland, of Pennsyl- 
vania, to work even harder for the 
spending-lending legislation. 

When the showdown vote comes, 
it will be his job to keep the Demo- 
cratic attendance records high. The 
responsibility is one of several en- 
trusted to him in the office of “party 
whip,” a title which can be traced 


| back 200 years in English parlia- 
| mentary history. 
policies represented on ‘hat balance | 


to create pur- | 
| chasing power—it seems to me it is 


Another is to assure, so far as pos- 
sible, that Administration wishes wil! 
prevail on major questions. Intra- 
party squabbling over the wage and 
and hour reorganization bills made 
the assignment more difficult than 
he expects on “pump-priming.” 


| 
to 











“I can’t fathom it,” he told friends 
“It 
was the first time I’ve been entirely 
wrong on a major bill.” 


As the “whip,” his talent for 
friendly persuasion has helped. 
When that fails he can always turn 
to patronage, the value of organi- 
zation support in coming elections, 
or the individual Representative’s 
desire for backing of his own local 
bills in arguing the point at issue. 

: Pat Boland, 
B on the word of 
those whom he 
reports, has 
fulfilled the as- 
signment unus- 
ually well. Some 
of his forecasts 
about impend- 
ing votes have 
been so close 
that his col- 
leagues laugh- 
ingly proposed 


Rep. P. J. Boland 
he be awarded a medal. 

In the anthracite country around 
Scranton he is known as “the mir- 
acle man of Lackawanna County 


politics.” They first rubbed their 
eyes when, in 1930, the ruddy-faced 
contractor won both major nomina- 
tions to the House. His reelection to 
the two succeeding Congresses with- 
out opposition made him the only 
Democrat to serve more than two 
successive terms’ from the district 
since it was established in 1887. 

Service on the school board and 
as county commissioner gave Mr. 
Boland his entry to national politics. 
He advocated prohibition repeal 
long before it became an actuality. 

Democratic and Republican lead- 
ers both made overtures to him un- 
til he finally said. “I am and al- 
ways have been a Democrat.” 

The wavy hair has become more 
gray in late years. A slight brogue 
reminiscent of. Mr. Boland’s Irish 
parentage is much the same as when 
he entered his father’s contracting 
business in youth. 

With few exceptions, Mr. Boland 
has supported the Roosevelt pro- 
gram. Bills to strengthen organized 
labor, to help the coal industry, to 
aid distressed home owners and to 


| reorganize the ‘government have 


been his special interest. 

“Is this a private fight, or can 
anybody get into it?” *he once 
asked the House with a twinkle in 
his eye. 

Thereupon he proceeded in deadly 
seriousness to lambaste his fellow 
churchman, Father Charles E. 
Coughlin, as a “silver-brick artist.” 


THE LONDON-ROME ACCORD: 
AMERICA REVERSES A POLICY 


some critics 
contended final costs might be a 
billion and « half or two billions. 
The Senate bill would authorize 
45,000-ton instead of 35,000-ton 
battleships, because of a rumor that 
Japan is building such capital ships. 
Cost of the larger battleships may 
be 100 millions apiece instead of the 
70 millions each for the new bat- 
tleships authorized in the House bill. 

Following Senator Walsh’s open- 
ing statement for the bill, most of 
the week was devoted to opposing 
arguments by Senators who main- 
tained that the present Navy is 
adequate for defense needs. Sena- 
tor Nye charged that demand for 
the current expansion is being self- 
ishly stimulated by munitions and 
shipbuilding interests and cited tes- 
timony on that point before the 
Munitions Committee, of which he 
was chairman. Senator Bone 
(Dem.), of Washington, said these 
interests “hope to make a veritable 
‘Roman holiday’ of this shipbuild- 
ing program.” 

Senator Vandenberg (Rep.), of 
Michigan contended we could build 
13 new battleships and proportional 
new war craft in other categories 
under the existing $4,000,000,000 
Vinson-Trammell Act without the 
additional authorizations now sought 
by the President. He demanded the 
summoning of an arms limitation 
conference and argued that “to put 
this new billion-dollar burden on the 
backs of the American people” is 
indefensible “at a time when the 
public credit is already in danger-. 
ous jeopardy.” Despite the opposi- 
tion, Administration forces antici- 
pated victory for the bill by a sub- 
stantial majority. 


OVATIONS FOR DICTATORS 

In Europe the week brought new 
ovations for the triumphant dicta- 
tors. As Rome crowds tumultously 
acclaimed Mussolini’s diplomatic vic- 
tory over Britain, German Nazis 
noisily celebrated Hitlex’s birthday 
as a national holiday. Austrian Jews 
were further harassed by property 
expropriations and exile. German 


Christian clergy were put under im- 
position of a new oath of allegiance 
to Hitler. 

Shadowed by the totalitarian men- 
ace, the Czechslovakian government 
moved warily, with new appease- 
ment gestures toward the dictators, 
including recognition of Mussolini’s 
Ethiopian conquest. But in neigh- 
boring Rumania, Nazis suffered a 
setback when King Carol jailed hun- 


dreds of leaders of the Iron Guard 
movement, headed by Corneliu Ze- 
lea Corneau. The government said it 


had acted to nip an Iron Guard plot | 


against the throne. 

In the Orient, guns thundered to 
a new crescendo as Japanese forces 
pushed forward in southern Shan- 


tung, in what was heralded as the | 
| biggest drive of the Sino-Japanese 


war. 
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An Executive 


Faces Many Problems 


Executive problems are interrelated -- nothing is gained by 


overcoming one at the expense of another. Success depends on 
the smooth functioning of this cycle -- cash, merchandise, sales, 


receivables, cash. 


Receivables constitute the weak spot in the cycle because the 


status of your debtors’ business 30, 60, or 90 days after ship- 


ment is utterly unpredictable. You may or may not be paid. 


American Credit Insurance 


keeps receivables safe by reimbursing policyhalders for losses 


through insolvencies and reorganizations, and by liquidating 


delinquencies. Thus profit is assured on goods sold under the 


terms of the policy. Capital is secure -- and liquid, too. With 
inhibiting fears removed, credit granting is expedited and sales 


definitely stimulated. 


“American” Credit Insurance has proved its worth to Manu- 


facturers and Jobbers for 45 years. Wider coverage than ever 


is now available. Individual Debtors, Special Groups, or all 


accounts on your books may be insured at reasonable rates. 


Ask any “American” Representative for further information. 


AMERICAN CREDIT INDEMNITY CO, 


of New York . 


Chamber of Commerce Teena : . 


J. F. McFadden, President 
St. Louis, Mo, 


Offices in all principal cities of United States and Canada 
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The Rail Industry 
At Its Lowest Ebb 





No silver lining shows for the 
railways. Their emergency program 
faces delay, opposition. . . . Auto 
output also is at low level... Here’s 
a picture of industry's two .“sore 
spots.” 











S yet there is no sign of a silver lining in the 
clouds overhanging two of the nation’s basic 
industries —railroads and automobiles — which 
must make a comeback if prosperity is to be 
restored. 

In the case of railroads the need for a thor- 
ough legislative rehabilitation program bumps 
up against Congress’s desire to adjourn early 
to get ready for the elections this fall. Conse- 
quently, anything more than a stop-gap pro- 
gram is unlikely at this time and all basic legis- 
lation will have to wait until the next session. 

After a meeting April 21 with railroad man- 
agement and labor executives, Senator Wheeler 
(Dem.), of Montana, chairman of the Senate 
Interstate Commerce Committee, made it clear 
he will oppose a Federal subsidy for railroads, 

The Senator also announced opposition to 
other points in an “emergency” program the 

railroad leaders submitted, namely, that the Pet- 
tengill bill to repeal the long and short haul 
clause of the ICC Act should be passed, and that 
Federal barge lines should be eliminated. 

Other points in the program were: 

Railroad loans, including 300 million dollars 
for new equipment and liberalization of present 
RFC and ICC restrictions on credit. 

Regulation of water transportation by the ICC, 

Elimination of Federal barge lines. 

Revision of rate-making procedure. 

Requirement that the Government pay full 
fare for Government traffic on land-grant rail- 
roads. - " 

A possible measure to provide work on rail 
maintenance projects for 150,000 furloughed rail 
employees through WPA. 


EARNINGS AT ALL-TIME LOW 


Meanwhile, early reports of railroad earnings 
for March and the first quarter gave further 
proof of the desperate plight in which the car- 
riers find themselves. 

Class I railroads during the first quarter of 
this year actually had a net operating deficit, 
according to ddta for the first two months of 
this year and an estimate for March based on 
incomplete reports. Not since 1921 has there 
been such a deficit. There are only nine months 
in the record of private operation of the roads 
that such an operating deficit has occurred. 

How far short the recent freight rate increases 
granted by the ICC come from relieving the 
situation is shown by a simple computation 
which reveals this: , Even if the increases had 
been in effect, the loss for the quarter would at 
least have duplicated that for the first quarter 
of 1933, the previous low of the depression. 

The figures for the first three months show: 
Operating revenues of 762 million dollars as 
compared with 1,031 million dollars in the first 
quarter of last year; operating expenses of 653 
million dollars as compared with 764 million 
dollars last year; a net operating deficit of 5 
million dollars as compared with a net operating 
income of 147 million dollars last year; and a 
total loss of 125 million dollars as compared with 
a net income of 14 million dollars e year ago. 

Production in the automobile industry, which, 
like the railroads, is of great importance to re- 
covery because of its effect on steel and other 
fields of employment, has been only about half as 
large so far this year as in the corresponding 
period in 1937. 

Projecting the figures for the first three 
months ahead to a half year on the basis of the 
forecast made by the Regional Shippers’ Advi- 

ory Board gives a total output of 1,540,000 motor 
vehicles (excluding Canadian production), as 
compared with 2,789,000 during the same months 
last year. 
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The Voice 
of Business 


ECONOMIC POLICY Commission of the Amer- 
ican Barkers’ Association: Economic pump- 
priming is the attempt to spend our way back 

9 prosperity by the lavish use of borrowed funds. 
It goes beyond the necessary relief of unemploy- 
iment, and aims to revive business by a wide- 

pread distribution of purchasing power which 
create a demand for goods. 

There is one condition under which a Federal 

pending program might now contribute to bring- 
ing about a lasting business recovery. That con- 
dition is the creation by the Federal Government 
of cobperative relations between itself and private 
mterprise that will-create confidence in the pros- 
pects for future profits. ” 

Federal spending will not successfully prime 

he business pump until conditions exist which 

permit business to be self-supporting, and 
® make normal profits, and to restore normal 

mployment. . . 

We cannot continue indefinitely to pile up the 
public debt without decreasing the purchasing 

pbwer of the dollars which compose that debt. 
INo nation has ever successfully pursued such a 

bourse, although many have tried it. The values 

all savings, and of all our material well-being, 

p involved in the policies which we as a nation 

dopt in our efforts to recover from this de- 
pression. 

(From a report presented before the A. B. A. 

t Biloxi, Miss., April 13.) 
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Erernass activity in March, 1938, for the country as a whole showed 
a great decline from the level of the same month a year ago. 

map above shows how the trend of business activity in the various 
States compares with the national average. The 32 States marked with 
a double “sun” suffered a lesser decline than the national average. In 
the 9 States marked with a single “sun” the trend was approximately 
Seven States whose “suns” are in eclipse fell below the 


the same, 
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The 


national average. These comparisons are based by The United States 
News on the Federal Reserve's report of check payments in 271 cities 
throughout the country. The figures are corrected by giving considera- 
tion to changes in wholesale prices between the compared months. 
Check payments for all the States were 18.82 per cent less in March, 
1938, than a year ago, but when adjusted for the falling off in averaged 
wholesale prices, they showed the smaller loss of 10.46 per cent. 





_ $3,000,000,000 a year. 





WJQlSGALAI8 WHAT BUSINESS MAY EXPECT 
FROM THE NEW FEDERAL SPENDING PROGRAM 


USINESS is about to enter another month, + 


still scraping what looks like bottom. 

Trade is slow. Production hovers around 80 
per cent of the 1923-25 average. Employment 
continues to contract a bit. Wholesale prices 
are still on the weak side. Only home build- 
ing offers the prospect of real cheer. 

It is against this background that President 
Roosevelt is offering his recovery-through- 
spending program. 

The response on the part of business to that 
program has fallen rather flat to date. Much to 
the President’s surprise, security markets did 
not zoom, business men did not rush to place 
crders, attempted inflation of credit did not 
show signs of “taking”. 


Mr. Roosevelt looked 


for recovery magic in 
MAY AWAIT ACTUAL words. Business men, 


ORDERS FOR GOODS this time, obviously are 


waiting to see if the talk about billions of dollars 
in spending actually is to be translated into real 
orders for goods. 

The turn will be called when those orders 
put in their appearance in volume, 

That raises the question: What chance is 
there in the spending and lending program as 
announced, to produce orders of sufficient num- 
ber and size to reverse the deflationary trend? 

It is at this point that the Government’s own 
economists are doing most of their calculating. 

Their first attention is directed at WPA be- 
cause of its quick acting effect. Here the plans 
call for spending a billion and one-quarter dol- 
lars in seven months, Present WPA spending 
is at about the same rate. It has not, to date, 
succeeded in turning the tide. 

Most WPA dollars go directly into wages for 
those who must spend the wages quickly. The 
spending is done largely on food and clothing. 
Its effect should be noted first in trade. Yet 
trade is doing no more than holding its own. 
Few orders come from WPA for machinery or 
tools or materials other than cement and lumber. 

Other figures show the difficulty of offsetting 
deflation with this one weapon, 

These figures reveal that employment fell far- 
ther during March with an official estimate that 
2,450,000 workers have lost their jobs in recent 
months. WPA has added about 1,200,000 to its 
rolls. The shrinkage in wages of those who 
have lost jobs in industry is at the rate of about 
WPA will spend about 
$1,000,000,000 additional, compared with its low 
point, to offset that contraction, 

Next, attention turns to the Public Works 
Administration. 

President Roosevelt is emphasizing the role 
that this agency can play. 


BUSINESS IS CHARY: 


| 





through regular contractors. In involves heavy + pacity. Railroads, already over-burdened with 


construction. Here contracts involve expendi- 
tures on the basis of approximately 50 per cent 
for materials and 50 per cent for labor. 

PWA calls for wages at prevailing rates. The 
labor on its jobs need not come from relief 
rolls. It offers contractors the chance of profit. 
Involved are orders for machinery and steel and 
tools and brick and glass and other products of 
the heavy industries, 

The President wants to spend a billion and 
one half dollars on large-scale public works 
during the next year. The Federal Treasury 
would contribute 45 per cent of this amount 
and States and local governments would borrow 





First effects of the newest recovery 
program. 

Business men wait for orders. A 
report on the prospect for their ap- 
pearance, 











the remainder, If that money could be spent 
there would be important new orders for a large 
number of industries, 

But the economists point out that PWA op- 
erations by their very nature are rather slow in 
getting under way. Plans must be drafted and 


accepted, bids asked for and accepted, land must . 


be acquired and materials ordered. Labor diffi- 
culties are not uncommon. 
The forecasters are crossing their fingers on 
“this program. If it clicks they expect real re- 
sults. If it doesn’t click then there will be 
other problems, 


Jesse Jones and his 


A BIG FACTOR IN Reconstruction Finance 
Corporation with its 


BUSINESS PICTURE lending power is the next 


big factor in the picture so far as business men 
are concerned. 

Mr. Roosevelt wants the RFC to step back 
into the financial field as ‘a super-bank, lending 
to railroads and public utilities and individual 
business men that they may buy needed equip- 
ment, build plants that may be needed now or 
in the future, and in other ways adding to the 
volume of orders and to the possibilities of em- 
ployment. 

But here the problem is to find willing bor- 
rowers who are solvent and who stand a reason- 
able chance of paying back the money they bor- 
row. 

Utilities, on the basis of present power de- 


LOANS OF THE RFC 


PWA operates | mand, have more than enough productive ca- 





debt, have more than ample equipment to handle 
the present volume of freight and passenger 
traffic. Yet, by offering sufficiently attractive 
terms, the RFC might attract as much as $300,- 
000,000 in utility borrowing and an equal amount 
of railroad borrowing. Such, at least, is the of- 
ficial hope. And if the borrowing developed 
important new orders would be forthcoming. 

Much the same situation exists in the field of 
home building under the revised Federal Hous- 
ing Act and in the field of slum clearance where 
half a billion dollars already is available if it 
can be spent. 


Thus, as the Government’s own analysts see 
it, the chance for success of the President’s pro- 
gram depends largely upon the willingness of 
States and cities and utilities and railroads and 
individuals to go more deeply into debt. The 
prescription for too much debt is more debt. 

It is only on condition that business really 
gets a fillip in orders from this part of the 
program that the experts look for any important 
increase by banks in their loans to individual 
business men, 

The prospective unprecedented total of ex- 
cess bank reserves has little meaning in the re- 
covery picture until recovery actually appears. 
Then those reserves could be used to finance an 
expansion of credit greater than any yet seen. 
All past concern over the size of the excess re- 
serves or the use to which they might be put, 
has proved unnecessary. 


DEFLATION CHECK Right now the prob- 


NOW COMPLICATED lem is to reverse the 


trend of strongly defla- 
BY THREE THINGS tionary forces that have 


dried up the volume of orders. 

That problem is accentuated by three special 
factors. . 

First is the record-breaking size of industrial 
inventories, which increased five billion dollars 
between the end of 1935 and the end of 1937. 

Second is the reversal of credit policies in 
installment selling, with terms now stringent 
where they have been extremely easy, thereby 
affecting a volume of business that amounted to 
five billion dollars in 1937. 

Third is the extreme rigidity of retail prices 
of finished commodities. While income has 
shrunk, and industrial production has been cut 
approximately 40 per cent prices of many im- 
portant products have been held unchanged, 
making exchange more difficult. 

The spending-lending combination is offered 
to break this combination of deflationary factors. 
Its success or lack of success will be written in 


future orders, not in sentiment. 
OweEN Scort. 
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The Rise in Exports: 
Effects On Industry 





One big “bright spot” in busi- 
ness is export trade. Why is it 
soaring while domestic business 
lags? Here is an answer. 











; of the bright spots in the business scene 
just now is export trade. 

So far this year exports have becn running 
about one-third ahead of the comparatively high 
levels of last year when trade in some lines, Par- 
ticularly manufactured goods, reached the great. 
est volume since the first half of 1929. 

This continued high volume of exports means 
in terms of money that foreigners spent nearly 
100 million dollars more for American manufac. 
tures and American farm products in January 
and February than in the same months last year, 

In the last five months, according to the De. 
partment of Commerce, the excess of exports 
over imports has totaled approximately half a 
billion dollars. This is a volume of purchases 
approaching that generated during the same 
period by WPA expencitures. 

As a consequence, in a number of industries 
orders from abroad have softened the blow from 
the decline in domestic demand. 


ARMS AND FOOD EXPORTS 


Several factors are pointed out by Government 
foreign trade experts as of primary importance 
in maintaining the foreign demand for our 
products. 

One thing which immediately is apparent is 
the flow of orders arising out of the world-wide 
armament race. 

Another factor is the change from our recent 
status as an importer of grains and other basic 
agricultural products back to our traditional posi- 
tion as a leading exporter of foodstuffs. 

Starting in 1934 and continuing until the mid- 
dle of last year, the United States, as a result 
of poor crops, was a heavy importer of cereals 
and some livestock products. 

But during the first seven months of the cur- 
rent marketing season agricultural exports in- 
creased 19 per cent over the corresponding period 
last year while imports declined 7 per cent. In 
January, the Department of Agriculture figures 
show, there was a 60 per cent gain in agricultural 
exports over January, 1937. 


THE TRADE AGREEMENTS 


A third factor, one which Government experts 
deem by no means least, is the effect of the 
reciprocal trade agreements program. 

For the first time figures are available from 
the Commerce Department giving a detailed 
analysis of American trade with countries which 
have signed trade agreements as compared with 
the non-agreement nations, 

During the 12 months ending in February ex- 
ports to trade agreement countries increased 68.4 
per cent as compared with a 49.3 per cent in- 
crease in trade with non-agreement countries. 

During the same period, imports with the 
agreement countries increased 49.5 per cent as 
compared with 61.8 per cent for the nations 
which have not signed agreements. 

However, it is pointed out that it is impossible 
to say that the differences are due entirely to the 
trade agreements although the trend is con- 
sidered significant. 

Since 1932 approximately 1,700 million dollars 
of this country’s depression loss in exports has 
been recovered, points out Henry F. Grady, vice 
chairman of the United States Tariff Commission. 

A further recovery of foreign trade to pre- 
depression volume, he contends, “would provide 
the ‘new industrial activity’ that would aid us 
to basic improvement in business.” 
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The Voice 
of Government 


AUBREY WILLIAMS, Executive Director of the 
NYA, The extent of our difficulties is particu- 
larly noticeable in the mid-years of many mens 
lives. I have often said, in describing the plight 
of the man with the growing family, that one 
could do more for Youth by giving employment 
at adequate wages to all men between 45 and 
60 years of age than by any other single meas 
ure. .. Careful studies in 1936 showed that one- 
fourth of the families of the United States had 
incomes of less than $750 a year; the lowest 10 
per cent, or more than 2,600,000 families, incomes 
below $400. We also make some calculations 4S 
to what a family could live with a minimum of 
health and decency, and we found that this bot- 
tom level, taking the lowest amount you could 
get along on with four in a family ir the cities, 
was $1,260. ... : 

Probably no section of America presents our 
difficulties more dramatically than the impov- 
erished rural areas. .. . In one of our studies we 
found that the average annual net income of 
wage hands, croppers and other share tenants 
and renters in the Cotton Belt averaged $309 
per family, or $73 per capita in 1934... 

Nor are our difficulties confined to the [4 
hands, share croppers, or factory or building 
trade workers but they include a great part of 
our white collar and professional workers. Inde 
these constitute one of our most serious and 
difficult segments. The WPA had the dubious 
distinction at one time of being the greatest 
employer on earth of Ph. D’s.... 

These conditions have been long in thé 
making, going much farther back than even 1900, 
and you may be sure that they will be long in = 
unmaking. Certainly no one has any right ge 
discouraged if they are not all righted in a pet 
of 5 years, or 10 years, or 20 years. 

(From an address before the Tennessee Ed 
cation Association, Nashville, April 16.) 
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+yESS MEN now can know, for + earning more than $25,000. + 
USINES» v vear at least, exactly Speciat rates are offered on a | 
the pane wher’ Government | rather complicated basis for com- 
st taxes th in to pay ae individ- | panies earning only slightly more 
| expect corporation managers. | than $25,000. These are called “notch 
js and as 92 a conference provisions” and affect a relatively 
n on April 2 few corporations. 
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Congress Was assured. 
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ori srinciple t hat he demanded, the 
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ness men. 


shes of bus! 
yo MAIN CHANGES 
vadly that 


+ will remove ei! but the 
rest vastl oe of the present surtax 
) the portion of corporation income 
. gistributed to stockholders in 
, ds. This vestige, involving 
, per cent penalty for retaining 
) per cent of earnings, remains 
demand of the President who 
: ted the principle to remain for 
sible later expansion. 
Sood the new law will drasti- 
lly change the existing tax on in- 
me derived from the sale of capi- 
1 assets like real property, or 
ocks and bonds. Owners of prop- 
ty now will be able to sell that 
pert y—if able to sell at.a profit— 
th assurance of being able to re- 
n the bulk of that profit. 
So far as Government revenue is 
oncerned, Congress is assured by 
se Treasury experts that the law 
s soon to be modified will yield 
pproximately the same amount of 
evenue as would the existing law. 
But business men will find Ynost 
f their interest in the details of 
1e coming new tax law. 


HE TAX ON EARNINGS 
The widest interest has centered 
the surtax on the undistributed 
tion of corporation earnings, im- 
osed for the first time in 1936. Un- 
er the present tax, a corporation 
iat retains earnings is required to 
y a special tax ranging from 7 to 
7 per cent depending on the pro- 
ortion of those earnings kept in 
¢ business. This special tax, or 
irtax, is imposed upon a base cor- 
oration income tax of from 8 to 15 
recent. The objective has been to 
tee distribution of earnings which 
én were taxed in the hands of in- 
Widuals under the personal income 
X Tates. 
Now Congress 






is to change all of 
In the first place, the bulk of all 
orporations—those earning under 
9,000 a year—are relieved of any 
enalty for retaining earnings. Their 
ew tax will be as follows: 124% per 
nt on the first $5,000 of net earn- 
gs 14 per cent on the next i 
f het eal and 16 per cent 
2€ Next $5,000. 
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For other corporations, nowever, 
there will remain some’ slight tax 
penalty for retaining corporation in- 
come where the corporatiun affected 
does not have impaired capital and 
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For approximately five 
months Congress has been 
struggling over the huge new 
$5,000,000,000 tax bill. Busi- 


ness, waiting on the side- 





lines, welcomes the long- 
awaited compromise to re- 
move uncertainties. How 
business men are affected. 











does not use its earnings to retire 
debt. 

In these cases, the maximum tax 
will be 19 per cent of net earnings. 
That tax will be diminished one- 





want 





A SPECIAL KIND OF TAX RELIEF 

| oe before the tax bill deadlock was broken, Representative 
Robert L. Doughton (left), Chairman of the House Conferees, 

and Senator Pat Harrison (right), Chairman of the Senate Con- 
ferees, found time to have William O. Douglas, chairman of the 
Securities and Exchange Commission, explain an amendment which 
would grant relief from the capital gains tax to those public utility 
holding companies facing dissolution under the “death sentence.” 


But then there are further pro- + 
visions designed to ease stil! further 
this spread. 

If a company was in debt before 
January 1, 1938, it can post those 
debts and receive credit for their 
payment just as though those cred- 
its were given for paying out the 
money in dividends. This is an in- 
centive to debt retirement. In ad- 
dition, if a corporation can show 
that it possesses an impaired capital 
position there will be no penalty, 
regardless of failure to distribute 
earnings, until that capivai position 
has been repaired. The tax for these 
concerns would be a flat 16% per 
cent. Here the idea is to encourage 


amcaqaias ‘Nhat Tax Compromise Does For Business 


next year. 

Busfhess men and investors were 
fully as hostile to the present tax 
on capital gains as to the tax on 
undistributed profits. 

Now Congress is to effect the fol- 
lowing changes: 

Hereafter, on assets held for less 
than eighteen months, any income 
from the sale of those assets will be 
taxed under the personal income 
tax schedules as at present. This 
provision is aimed at speculators on 
security exchanges who turn quick 
profits. But it is tempered by per- 
mitting the possessor of a capital 
gain from assets held less than 
eighteen months to offset that gain 





by losses in the previous year. Now 
that offset is limited to $2,000. This 
limit is to be removed. 

Next, on gains from the sale of 
assets held between 18 and 24 
months the law will provide an al- 
ternative for the taxpayer. He can 
do the following: (1) pay a tax of 
20 per cent on those gains, or (2) 
add 50 per cent of the gain to his 
ordinary income tax return and pay 
under the personal income tax 
schedule. Those with relatively 
small proSts would choose the sec- 
ond alternative; those with large 
profits, the first. 

The third classification will be of 
income derived from the sale of 
capital assets held more than 24 
months. Here the taxpayer will pay 
either a flat tax of 15 per cent on 
those gains, or he will b2 given the 
privilege of adding 50 per cent of 
the gains to his personal income tax. 

These are sweeping changes. 

Complaint has been constant in 


recent years that the capital gains 


tax—imposed in its present form 


under a previous Administration— 
was stifling property transactions. 
A man with large profits from price 
increases on his stock holdings would 
refuse to take those profits because 





of the size of the resulting tax. A 
man owning real property would 
balk at sale, so the story went, be- 
cause of the size of ihe tax he 
would have to pay on a gain that 
might have been realized over a long 
period of years. 


ness men find that the revised tax 


The coming new tax law removes 
nearly all of the important objec-| 
tions raised by business men to the | 


tax on retained corporation income 
and to the tax on capital gains. 


Now the country will be able to | 


see whether those complaints were 
justified or whether they grew out 
of the generally adverse business sit- 
uation. Some of the Government’s 
economists are of the opinion that 
the effects may be different than 
business men expect them to be. 
Their point is that there now will 


| be a strong incentive for corpora- 


tions to retain earnings rather than 
to pay them out in dividends, be- 
cause dividends will continue to be 
taxed as personal income under nor- 
mal and surtax rates. And their 
further point is that large holders 
of stocks now will have a strong 
incentive to take profits on future 
market rises. 

For themselves, 


however, busi- 


plan much more nearly meets what 
they regard as a fair basis of taxa- 
tion. 
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DIVIDEND NOTICE 
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Common DIVIDEND 
No. 113 


An interim dividend of thirty cents 
(30¢) per share has been declared om 
the outstanding common stock of this 
Company, payable June 1, 1938, to 
stockholders of record at the. close 
business May 16, 1938. Checks will 
be mailed. ; 
The Borden Company 
E. L. NOETZEL, Treasurer 











rather than to discourage improve- 
ment of a corporation’s financial 
standing. 


FOR THE INDIVIDUAL 

So, far as individual taxpayers are 
concerned, the new tax law will con- 
tinue to require that dividends be 
taxed as income under the normal 
schedule of the personal income tax 
law. 

Altogether the modifications made 
in corporation income _ taxation 
mean that rates will be somewhat 
higher, but the uncertainties and 
the pressures of the old undistrib- 
uted profits tax will be removed. 

Equally sweeping and important 
are the changes in the tax now to 
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| quarter of 1 per cent for each 10 per 
| cent of net earnings distributed to 
| stocknolders until the minimum rate | 
| of 164 per cent is reached. A corpo- 
| ration paying out 100 per cent of its 

earnings will pay a tax of 16% per | 


cent. A corporation paying out 50 
per cent of its earnings would be 
taxed at the rate of 1734 per cent. 


| OTHER EASEMENTS 
| Thus, instead of a pensliy ranging 
from 7 to 27 per cent for the priv- 
| ilege of retaining earnine., corpora- 
| tions will face a penalty of from 
| 16% per cent to 19 per cent. 


| to the personal income tax rates. If 





he "Hows" and “Whys’ of RFC Loans to Business 


By JESSE H. JONES 
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+ required to do so by legislative ac- # 
tion. 

In fairness to bank examinations, | 
it is proper to say that entirely too 
many bankers tell their applicants 
for loans they cannot make the.loan 
because the examiner will criticize 
it, instead of being frank with the 
applicant and explaining why he 
is not entitled to the loan, and try- 
ing to help him work out his prob- 
lem. Frankness is a virtue too sel- 
dom employed. 

With our very liberal banking laws 
and the fact that deposits are in- 
sured, making extreme liquidity un- 
necessary, there should be ample 
credit for every legitimate purpose. 
Banks are bulging with loanable 
funds. 

I am well aware that banks want 
to lend, and suggest they try to fit | 
their lending policies to the credit 
requirements of today, rather than | 
yesterday. | 

| 
| 





The recent meeting of “little busi- 
ness” in Washington with Secretary 
of Commerce Roper served to create 
the impression that “little business” 
is being denied credit. The line of 
demarcation between little business 
and big business is not easy to de- 
| termine, so the term “little” can 

only be treated as relative. 

With the exception of a few large 
loans, the average amount of our in- 
dustrial loans has been $54,760. 
Thirty-one per cent of all our in- 
dustrial loans have been for $10,000 
or less, 21 per cent range from $10- 

| 000 to $25,000. Four out of every 





; be imposed upon the income derived 


| at rates approximating those of the 


| $25,000 and $100,000. 


| would appreciate the cooperation of 


| that we have all become imbued with 


from the sale of capital assets. 
At present that income is taxed 


personal income tax law. For ex- 
ample: If a contractor built a house 
and sold it at a $2,000 profit within 
the year, he would be required to 
class that profit as income, subject 


property was held for longer periods 
some adjustment was made. And 
while profits were taxed losses to 
the extent of more than $2,000 in 
one year could not be carried over 
to be offset against income of the 





five of the banks in which the RFC 
has capital are little banks. In more 
than 2,500 of these banks our in- 
vestment is $25,000 or less. In an- 
other thousand it ranges between 
In only 250 
banks do we have as much as $500,- 
000 invested. 

I mention this because some people 
feel that an application for a sma!] 
loan does not get the same attention 
that an application for a large one 
gets, when, as a matter of fact, it 
gets much more, but the press does 
not regard a small loan of sufficient 
news value to publish. 

The same principles apply to busi- 
ness, regardless of size, and the em-., 
ployment problem is the same. The 
little borrower employs relatively 
the same number of people as the 
big borrower, no more and no less, 
and we give special consideration to 
the smaller units in business and in- 
dustry that need to borrow, and we 


banks in this effort. 
So much has been said about fear 


the idea that something is wrong 
with the country, when, as a matter 
of fact, we have never had a greater 
abundance of everything needed 
for a really high standard of living 
than we have now. 
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The basis of prosperity is con- 
fidence. We must have confidence 
in our country and confidence in 
our government, and if we demon- 
strate that confidence by action, bet- 
ter business will follow. 


a 





THE COMPANY: 


$,579 shares in treasury of @ subsidiary. 


Income applicable to Minority Interests. 


interest on the 
DEBENTURES 


While no further Debentures may 
similar debenture issues or of other securities by the Company. 


Subject to certain terms and conditions, the Underwriters, including the undersigned and the 
others named in the Offering Prospectus, have severally agreed to purchase the Debentures 
from the Company at 100%, or a total of $60,000,000, plus accrued interest. Such Debentures are to be offered to 
the public at 1014/,%, or a total of $61,050,000, plus accrued interest. The underwriting discounts are 14/,%, ora total 
of $1,050,000. Payment for and delivery of the Debentures are to be made on April 26, 1938, but may be postponed 
to not later than April 30, 1938. 


Price 101°4% and Accrued Interest 


I UNDERWRITING 


which does not pass on the merits of any registered securities. 


$60,000,000 


Ten- Year 312% Debentures, Series due 1948 


Dated April 1, 19388 


Due April 1, 1948 


Interest payable April 1 and October 1 in New York City 


the several denominations of registered Debentures, interchangeable. 


its subsi 
thereto and to the Accéuntants’ Certificate. 
Yeare ended December 31 
ere Terie rire 
i Gross Corporate Income® ....... 6.0.6... ..seeeeeeee 
Deductions from Gross Corporate Income**....... ° 
Net Income Applicable to Company............... e 


*Available for Fixed Charges after provision for Federal income taxes and Retirement Expense. 
tincludes interest charges for approximately jive months on $25,000,000 
principal amount of Westchester Lighting Company General Aiortgage h% Bonds issued on July 28, 1987. 
See also ‘‘Note’’ under ‘' Capitalization” above. 


Note: Prior to 1987 service changeover expenditurc- 


Consolidated Gas Company of New York Twenty- Year 
of the principal amount thereof ($63,000,000) and accr 
($3,000,000, exclusive of accrued interest), plus the Company's estimated expenses in connection with the sale of 
the Ten-Year 344% Debentures, Series due 1948 ($219,400), together aggregating $3,219,400 (exclusive of accrued 
onds to be redeemed), will be obtained from the Company’s current cash. 


The Debentures are to be issued under an Indenture to be dated as of April 1, 1938, between the 
ank Farmers Trust Company, as Trustee. The Debentures will be unsecured. 
issued thereunder, the Indenture contains no limitations on the creation of 


Company and poy ty 


1935 1936 1937 
$232,215,039.85 $234,985,654.74 $235,172,238.19 
57,314,295.08 57 417,659.55 53,041,340.06 
23,203,364.52 20,599,687 .04 17,318 ,561.06t 
34,110,930.56 36,817 ,972.51 35,722,779.00 
**Including Net 


MORGAN STANLEY & CO. 


Incer porated 


KUHN, LOEB & CO. 
BROWN HARRIMAN & CO. 


Incerperated 


THE FIRST BOSTON CORPORATION 
BONBRIGHT & COMPANY 


ineer, 


BLYTH & CO., INC. 
LAZARD FRERES & CO. 
SMITH, BARNEY & CO. 

LEHMAN BROTHERS 


CLARK, DODGE & CO. 


Dated Aprii 21, 1988. 


This is not an Offering Prospectus. The offer of these Debentures is made only by means of the Offering Prospectus, 
This issue, though registered, is not approved or disapproved by the Securities and Exchange Commission, 


Consolidated Edison Company of New York, Inc. 


Coupon Debentures in denomination of $1,000, registerable as to principal. Registered Debentures in denominations o1 
$1,000, $5,000, $10,000 and multiples of $10,000. Coupon Debentures and registered Debentures, and 


Redeemable at the option of the Company as a whole at any time or in part on any semi-annual interest date prior to 
maturity on at least thirty days’ published notice at the following prices with accrued interest: to and including 
April 1, 1941 at 104%; thereafter to and including April 1, 1944 at 103%; thereafter to and including 
April 1, 1946 at 102%; thereafter to and including April 1, 1947 at 101%; and thereafter at 100%. 


The following is merely a brief outline of certain information contained in the Offering Prospectus 
and is subject to the more detailed statements in the Offering Prospectus and the Registration Statement, 
which include important information not outlined or indicated herein. The Offering Prospectus, 
which must be furnished to each purchaser, should be read prior to any purchase of these Debentures. 


Consolidated Edison Company of New York, Inc., incorporated in New York in 1884, is engaged 
in the manufacture, transmission and distribution to consumers of gas and electricity. It is 
also a holding company and controls three electric companies, a gas and electric company, a steam company, 
and several non-utility companies. The Company and its subsidiaries supply electricity in New York City in 
the Boroughs of Manhattan, The Bronx, Brooklyn and Queens (except the Fifth Ward) and in Westchester County, 
except the northeastern portions thereof; gas service in Manhattan and The Bronx, in two wards of the Borough 
of Queens, and in the more populous parts of Westchester County; and steam service in a part of Manhattan. The 
properties of the Company and its subsidiaries include electric generating stations, substations and transmission 
lines, gas manufacturing plants, holder stations and transfer mains, steam manufacturing plants, electric, gas 
and steam distribution systems, and office and service buildings. 


CAPITALIZATION (The Company and its Subsidiaries) 


Funded Debt of Subsidiaries... ..........scecceseseees ob (nn benees seeeneesasee ses ° 
Funded Debt of the Company 
Stocks of Subsidiaries—held by minority stockholders... .... 2... 6... ccc eee 
$5 Cumulative Preferred Stock of the Company (outstanding 2,181,915.6 shares of no 

par or stated value per share) 
Common Stock ef the Company (outstanding 11,471,527 shares of no par or stated 

value per share) 


* Excluding $4,523,000 bonds pledged, and $125,000 bonds in treasuries of the Company or subsidiaries; and 
including $46,512,000 bonds guaranteed as to payment of principal and interest by the Company. 
$55,000,000 bonds pledged, $522,000 bonds in treasury of the Company, and $61,000 bonds in treasuries of subsid- 
iaries; also excluding $8,456,011.74 bonds and mortgages not carried on the books, but pledged. 
} Axcluding 6,000 shares in treasury of a subsidiary. 
Note:'In January 1988 funded debt of the Company was increased by the issuance of $80,000,000 Twenty-Year 
314% Debentures, Series due 1958. 


The following figures, taken from the Consolidated Profit and Loss Statement of the Company and 
aries in the Offering Prospectus, are subject to such Statement, to the Notes appended 


Outstanding as of 
December 31, 1937 


$162,908 ,500.00° 
267 ,850,000.00°* 
2,824,697 .37 


199,329,258.87} 
391,924,994.57t 


made by the companies were charged direct to operating 
expenses as incurred. Similar expenditures for 1987 are to be amortized by charges to operating expenses overa 
five year period. As of December 31, 1987, the unamortized balance of such expenditures amounted to $4,311,358.70, 
which, under the former procedure, would have been charged to operating expenses in 1937. 
The net proceeds to the Company from the sale to the Underwriters of the $60,000,000 principal amount 
of Debentures ($60,000,000, exclusive of accrued interest and before deducting expenses) will be 
applied toward the redemption on June 1, 1938, of $60,000,000 aggregate principal amount of 
444% Gold Debenture Bonds due June 1, 1951, at 105% 
ued interest. The balance required for such redemption 


The Underwriters have agreed to purchase these Debentures when, as and if issued, and subject to 
the approval of Messrs. Davis Polk Wardwell Gardiner §& Keed, counsel for the Underwriters, and to 
certain further conditions, The validity of the franchises of the Company and its subsidiaries and certain 
other matters have been passed upon by counsel for the Company. It is expected that delivery of 
Debentures in temporary form, exchangeable for definitive Debentures when prepared, will be made at 
the office of J. P. Morgan §& Co. on or about April 26, 1938, against payment therefor in New York funds. 

The Underwriters have authorized the purchase and sale, in the open market or otherwise, of 
these Debentures for their several accounts, either for long or short account, within the limits and 
during the period set forth in an agreement referred to in the Offering Prospectus. 


Further information, particularly financial statements, is contained in the Registration Statement on file with the 
Securities and Exchange Commission, and in the Offering Prospectus which must be furnished to each 
purchaser and is obtainable from the undersigned or from any other Underwriter of this issue. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 


April 25, 1938 
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“I wholly disapprove of what you say but will 


defend to the death your right to say it.” 
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I am glad to present to our readers this week one of 
the most remarkable analysis of economic policy I have 
seen in many years. It is taken from an address by Dr. 
John H. Williams, professor of economics at Harvard Uni- 
versity, delivered last November when, of course, the sec- 
ond experiment in “pump-priming” had not been decided 
upon by the Roosevelt Administration. 


What Dr. Williams says about the importance of the 
third stage in “pump-priming”—the real stimulus to pri- 
vate investment—is of paramount importance because 
with the first experiment no plans were made to supplant 
public spending with private spending. It is precisely 
because “pump priming” does not actually prime the 
pump that I have opposed the scheme, though something 
of a case might be made out for the theory if the Admin- 
istration would abandon its harassment of private 
business and really cooperate to help the system of private 


initiative function. a en 











By DR. JOHN H. WILLIAMS 


Professor of Economics, Harvard University 


gram, and I think there are two main lines of pos- 
sible procedure. One would be to reverse the re- 
cent decision with respect to budget balancing, and 
simply to say that the situation having turned out dif- 
ferently from what was hoped, and we being now in the 
first year of hesitation and recession since the recovery 
began, this is not a fortunate moment in which to attempt 
to balance the budget. We, therefore, reverse that policy. 

The other procedure would be to go forward with bud- 
get balancing and attempt a program of encouragement 
to private investment. I think that those two really are 
the major alternatives. I can’t see any other myself. And 
I reject the idea of not doing anything but just going 
ahead and seeing what will happen. 

The subject then for our discussion should be as to the 
relative merits of these two procedures under present cir- 
cumstances, with some little elaboration of the possible 
procedures should we adopt them. 

As a preliminary to that, I ought to say something 
about the theory of public spending. I do not want to go 
into something that you might say was purely theoretical, 
but I think we have to have some idea of what the theory 
is supposed to be. 


INFLATION BY 


T HE situation calls for some kind of a positive pro- 


The theory is that when the 
willingness and capacity of busi- 
ness and of the public generally to 


FIAT CURRENCY 
spend, and particular] invest, 
IS DANGEROUS Site been email tee 


is necessary for someone to start the ball rolling, and this 
the Government can do, because its credit is best. The 
Government, therefore, pays out more than it collects, and 
finances the difference by borrowing from the market. 

Of course, another possibility would be to finance the 
deficit by an issue of paper money, but that is much less 
orthodox, much less defensible. The world has had too 
much experience with that particular method to choose it 
deliberately. Possibly there were moments in 1933 when 
it looked as though that might be the choice, but I think 
never really. 

This program makes for recovery in two main ways. 
One is that the stream of public spending, the excess of 
expenditure over revenue, is a positive addition to the na- 
tional income beyond what it would otherwise be, and this 
money then begins to circulate through all the channels of 
economic activity. The other is the effect on the money 
market, on interest rates and the channels of investment. 

When the banks buy Government bonds their deposits 
expand. This is a way of implementing excess reserves 
provided by the Reserve System. The result is a decrease 
of interest rates starting in the short-term money market 
and running through the long-term Government bonds, 
and then to bank loans and refunding of old issues, corpo- 
rate issues, and then finally the opening up of the new is- 
sues market. And while this process is going on, the credit 
standing of the business borrowers is being improved 
through the building up of the national income by the 
spending. They are doing more business. Their receipts 
and profits are increasing. 


THREE PHASES 


Recovery by means of public 
spending is supposed to have 
three phases. The first is the 


IN PROGRAM 
OF SPENDING actual spending by the Govern- 
ment of such and such an amount. 


The second is the secondary spending of that amount. 
The economists talk about leakages, and the coefficient of 
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multiplication. It is generally thought that the multiplier 


is something between two and three. So that if the Gov- 


ernment spends a billion dollars, the total effect of that 
in nipney terms would be between two and three billions 
of fiational income. 

And then comes, and this is the crux of the matter, what 
is called the tertiary spending, the‘ effect of the whole 
process upon new investment. It is thought that by in- 
creasing the consumer incomes, handing out money and 
having it spent and revolving through the system, busi- 
ness is encouraged to finance further capital facilities in 
order to be able to produce enough and to get ready to 
produce enough to satisfy this mounting wave of demand. 
That is the tertiary stage. When people talk about 
“priming the pump,” they are really talking about that. 
At that stage you reach the end result, which is private 
investment. 

Then the thought is that as recovery comes along you 
taper off your. public deficits from both ends; the need of 
spending is less, because private business is employing 
the factors of production and providing income so that 
the Government need not do it; relief, and all such ex- 
penditures should go down; and on the other side the tax 
revenue should increase with the greater volume and 
profitableness of business. In this way the budget is 
balanced. Tertiary spending is well under way, private 
investment is going along under its own steam, and there 
is no further occasion for the Government to do anything. 

Then, just to pursue the theory one step further, as 
recovery goes on, the budget position should swing the 
other way. You should have a surplus so that under the 
boom conditions that might otherwise result, the Gov- 
ernment’s collecting and spending operations ‘are acting 
as a brake, holding business down to a high sustainable 
level rather than at boom proportions. 

Now, that is the theory, and 


FAULTY TIMING . 

it has a good many advocates. I 
IN PAST PLANS personally believe it was never. 
FOR RECOVERY adopted in this country on theo- 


retical grounds, but that we found 
ourselves faced with a condition and rationalized it a good 
deal, and evolved out of it this theoretical justification. I 
think it was a fact rather than a theory that we were act- 
ing upon. I myself think that the spending program has 
been justified in some measure. I want to qualify that. 
I thihk it was slow in starting, and I think it has been slow 
in ending. I think our timing has been poor; that owing 
to that fact the magnitude of the operation has been 
greater than it needed to be. A very large question is 
whether you can operate this kind of policy successfully 
in a democratic state. I do not know the answer to that. 
We have not had enough experience. 

Splitting the spending program into two parts, one has 
behaved hetter than the other. It consisted of what you 
might call capital repair expenditures, the lending op- 
erations of the RFC, and so on, intended to prevent fur- 
ther continued deflation of incomes through destruction 
of capital. And then there is the other and more positive 
part, what is called income-creating expenditure, such as 
WPA, which is intended to make a positive addition to 
income. 


SPENDING BEGAN Now, of those two parts, the 


rst has worked better and more 


LATE AND WENTin accordance with the theory. 
ON TOO LONG Those expenditures were at their 
m 


aximum in 1932 and 1933 when 
the emergency was greatest. They then diminished 
rapidly, and were showing an excess of repayment by 
1935—I think on the whole a beautiful illustration of how 
that type of expenditure involving deficit financing can 
be conducted. 

The other part of the program was late in starting. It 
really did not get under way well until 1934, and has been 
at its maximum in 1934, 1935, 1936, and 1937. Leaving 
out the bonus, which, after all, it seems to me, was wished 
on the Administration, and which does not fit at all well 
into this theory—I suppose that those who advocated it 
were not thinking particularly about this theory—leaving 
that out, it still remains true that we have been doing our 
largest spending on the whole in the period when the re- 
covery momentum was approaching its greatest, rather 
than back in the period of emergency. 

Now, how much of this poor timing may have been due 
to the fact that it was all new to us, that it was really 
forced upon us, because you see this deficit financing was 
engaged in by both Administrations—it began in the 
Hoover Administration, and the last fiscal year of that 
Administration showed a large deficit really fully com- 
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parable with those that came after—how much of it is 
due to the fact that we were doing our thinking after the 
fact, of course, I can’t say. The timing has been late. In 
my own view we should have started the transition to a 
balanced budget at least one year and possibly even two 
years ago, when the momentum of the recovery was 
strong. Surely last winter and spring, when we were wor: 
ried about excesses of a boom character, we should have 
been reducing our deficit. As it is, it has come now, and 
we are effecting the transition mainly in this single fiscal 
year, if present budgetary estimates materialize. .. . 
‘I would like to wind it up with this: that this theory 
must at all times assume that there is to be a transition 
from public spending to private investment. Otherwise 
at some point you get into a very different range of prob- 
lems. You find yourself asking whether the end result 
is to be, well, inflation, as many people were thinking two 
years ago; or some sort of disorderly breakdown of the 
existing system; or even, though it might take place more 
smoothly than that, some kind of transition, not to private 
investment, but to a different kind of economic state. 


MAY PUT US 


Now, I do not mean those 
words to mean anything more 
than that I am just looking at the 


ON THE ROAD 
TO SOCIALISM Problem objectively. I am not 
prophesying anything, nor sound- 


ing any alarms. I do not think I feel alarm particularly. 
But I just want us to look at the problem. 

We are now told by some of the experts in this field 
that if you count up Federal, local, and state expenditures, 
you get a figure in the neighborhood of $17,000,000,000 a 
year, which is 25 per cent or more of the national income. 
Now, ask yourselves, what would happen if the program 
should proceed and we should mount to steadily higher 
levels of expenditure, and then balance the budget on the 
higher levels of expenditure, which presumably you would 
always have to do at some time, at what point does the 
nature of your economic state change? At what point 
do you find it necessary to do what a business has to do, 
that is, to set over against the expenditures the income re- 
sulting from a particular type of operation which is ex- 
pected to cover costs and yield profit. 

In other words, to put the same question in simpler 
terms, at what point does our economy become not only 
regulated by Government, but actually run on a business 
basis by Government? I do not know the answer to that 
question. I suppose you could go considerably further 
than we have yet, taking over education, for example, and 
other social welfare activities. But when you start from 
a level of public expenditure which is 25 per cent or more 
of the whole national income, you are faced sooner or later 
at some point with that question. I do not know at what 
point it would arise, but I should think that somewhere 
between that and 50 per cent it would arise. It would have 
to arise. 


TIME MAY HAVE. Therefore, this theory always 


assumes a transition to private in- 


COME TO CHECK vestment, and the emphasis is on 
THE DEFLATION what I call tertiary spending, or 


what we often call priming the 
pump. And we find ourselves attempting to make this 
transition in this particular fiscal year, which turns out to 
be a year of great uncertainty. 

Now, should we, in view of that, reverse the recently 
announced policy and continue the budgetary deficits? 
Before attempting to answer this question, I would like 
to give you some idea of its magnitude. The difference 
between the income-creating expenditures of the Govern- 
ment in the fiscal year 1937 and the fiscal year 1938, if the 
present budget is adhered to, will be in the neighborhood 
of two and a half to three billion dollars. The annual 
volume of new productive capital issues during the 
twenties was about this same magnitude. Then, if you 
multiply this amount by the secondary spending, two or 
three times, it seems reasonable to say that the national 
income will be reduced by something like 10 per cent, com- 
pared with what it would be if the budgetary deficit were 
continued as in the fiscal year 1937. Therefore, I do not 
see how a recession of business can be avoided. I think 
we have te face this fact. I do not see how a fairly serious 
recession can be avoided unless (a) the budget balancing 
policy is reversed, or (b) we put something in its place. 

Now, my own conclusion, the conclusion of my own 
reflections about the problem, is that we have reached the 
point where we have to put something in its place, that 
the time has come to effect this transition. It comes pet- 
haps unfortunately, but it has come. I would have pre- 
ferred to have seen it start sooner, that is true, but it 
comes now. 
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